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STATUS OF ORIGINAL EXHIBITS 

FILED WITH DOCKET CONTROL 

Please refer to the attached 15 index pages identifying all exhibits filed with Docket 
Control, except as follows: 

EXHIBITS RETURNED TO PARTIES 

Securities (S Exhibits) 

S-66b, S-68, S-69b Not offered 

EXHIBIT NUMBER NOT UTILIZED 
Not given to the reporter 

Securities (S Exhibits) 
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1 

2 NO. 

3 

4 
S-la 

5 

6 

7 

8 

9 

10 S-lb 

11 

12 

13 

14 
S-2a 

15 

16 

17 

18 
S-2b 

19 

20 

21 

22 

23 5-3 

24 

25 

INDEX TO EXHIBITS 

DESCRIPTION IDENTIFIED ADMITTED 

Certification of Registration 
for Richard Mark Schmerman as 
a securities salesman for the 
periods of November 6, 1986, 
to March 13, 2008, and May 15, 
2008, to March 10, 2010, and 
as an investment adviser 
representative from June 3, 
2008, to March 10, 2010, and 
Certification of Non-Registration 
from March 11, 2010, to August 
15, 2012 157 

Certification of Non-Registration 
for Diversified Financial Planning, 
LLC or Diversified Financial 
Planning or Diversified Financial 
from September 1, 1995, to August 
15, 2012 159 

Arizona Secretary of State 
Registered Name and Information 
Search and certified copy of 
Application for Registration of 
Trade Name Diversified Financial 
Filed by Richard M. Schmerman on 
August 6, 2009 160 

Arizona Secretary of State 
Registered Name and Information 
Search and certified copy of 
Application for Registration of 
Trade Name Diversified Financial 
Planners filed by Richard M. 
Schmerman on August 7, 2000, 
with Application for Renewal 
filed June 16, 2005, and on July 
20, 2010 161 

Certified copy of Articles of 
Organization for Diversified 
Financial Planners, LLC by sole 
member Richard M. Schmerman filed 
on May 6, 2010 - -  

21 

21 

21 

21 

21 
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1 NO. DESCRIPTION IDENTIFIED ADMITTED 

2 

3 Authority Letter of Acceptance, 
Waiver and Consent with Richard 

4 Mark Schmerman signed August 2, 
2011 

5 

s-4 Financial Industry Regulatory 

- -  

6 

7 
S-Sa Filing History 

8 

9 Investment Adviser Registration 
S-5b Form ADV Uniform Application for 

submitted May 26, 2010 
10 

11 
s-5c Amendment to Form ADV part 2, 

12 Item 6: Other Business Activities 

13 
- -  submitted June 21, 2010 

14 

15 Item 7: Financial Industry 

16 2012 

S-5d Amendment to Form ADV part 2, 

Affiliations submitted August 26, 
- -  

17 

18 S-6a Initial Application for Investment 

19 May 28, 2010 
Adviser Representative submitted 

- -  

20 

21 S-6b Amendment to Application submitted 

22 
- -  June 21, 2010 

23 

24 

25 
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1 NO. DESCRIPTION IDENTIFIED ADMITTED 

2 s-7 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

Securities Division letter to United 
Planners Financial Services of 
America dated March 29, 2010, with 
United Planners Financial Services 
letter to the Securities Division 
dated April 14, 2010, termination 
letter to Richard Schmerman dated 
March 10, 2010, check to Elizabeth 
Aiken for $12,784.15, e-mail to 
Richard Schmerman requesting 
additional information regarding 
Gloria and Elizabeth Aiken, fax 
cover and letter response from 
Richard Schmerman, Charles Schwab 
fax to United Planners with Aiken 
documents, Charles Schwab account 
documents for Elizabeth Aiken, 
Elizabeth Aiken correspondence with: 
United Planners, Charles Schwab, and 
Diversified Financial/Richard 
Schmerman 163 

13 S-8a United Planners Financial Services 

14 dated November 30, 2010, with image 

15 Securities Division request 165 

letter to the Securities Division 

of CD produced in response to 

16 S-8b 

17 

18 

19 
S - 8 ~  

20 

21 
s-9 

22 

23 

24 

FINRA inquiry to United Planners 
Financial Services of America dated 
March 31, 2010, sent via fax and 
mail 165 

United Planners Financial Services 
response to FINRA dated April 14, 
2010 - -  

Exhibit A: United Planners summary 
of Rick Schmerman - Elizabeth Aiken 
Matter, termination letter to Richard 
Schmerman dated March 10, 2010, E-mail 
to Richard Schmerman requesting 
additional information regarding 
Gloria and Elizabeth Aiken and response 
from Richard Schmerman and print-out 
from Schwab Institutional.com 166 

25 

ARIZONA REPORTING SERVICE, INC. (602) 274-9944 

www.az-reporting.com Phoenix, AZ 

21 

21 

21 

21 

21 

http://Institutional.com
http://www.az-reporting.com


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

NO. 

s-10 

s-11 

s-12 

S-13 

S-14 

S-15 

S-16a 
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DESCRIPTION IDENTIFIED ADMITTED 

Exhibit B: Charles Schwab 
Compliance fax to United 
Planners forwarding Elizabeth 
Aiken fax with letters from 
Richard Schmerman to Attorney 
Stephanie Bivens 166 

Exhibit C: Unexecuted Release 
and Settlement Agreement between 
United Planners Financial Services 
and Elizabeth Aiken with United 
Planners Financial Services of 
America check to Elizabeth Aiken 
for $12,784.15 dated March 5, 
2010 

Exhibit D: E-mail correspondence 
between Douglas Hall of United 
Planners and Elizabeth Aiken 

Exhibit E: United Planners 
Financial Services of America 
2010 Branch Office Examination 
records for examinations on 
March 3, 2010; and November 23, 
2009 

Exhibit F: Elizabeth Aiken 
documents from Schmerman response 
to March 1 audit 

Exhibit F: Elizabeth Aiken 
documents from Schmerman response 
to March 1 audit 

Letter from LPL Financial letter 
to the Securities Division dated 
November 30, 2010, with image of 
CD - -  
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1 NO. DESCRIPTION IDENTIFIED ADMITTED 

2 S-16b Letter from LPL Financial to the 
Securities Division dated May 2, 

21 3 2011, with image of CD - -  

4 S-17 

5 

6 
167 

7 

8 
S-18 

9 

10 
s-19 

11 

12 
S-20a 

13 

14 
S-20b 

15 

16 
s-2oc 

17 

18 
S-21a 

19 

Mutual Service Corporation letter 
to Richard Schmerman dated March 
13, 2008, with CRD termination 
filings and resignation letter 
from Richard Schmerman dated 
March 12, 2008 

Mutual Service Corporation 
Compliance Manual dated May 
17, 2005 298 

Mutual Service Corporation 
Signature record dated March 14, 
2008, from Web CRD - -  

Letter from Richard Schmerman to 
Mr. and Mrs. Burritt Steward 
dated September 11, 1995 

Letter from Richard Schmerman to 
Mr. and Mrs. Burritt dated 
March 30, 1996 34 

Letter from Richard Schmerman to 
Burritt Steward dated February 1, 
2008 35 

Letter to Securities Division from 
Burritt Steward dated June 23, 2011, 
with copy of page from bank 
statement - -  

32 

20 S-21b Checks to Diversified Financial 
from Burritt Steward for $1,845 

21 dated December 31, 2004, and July 
22, 2005, check to Diversified 

22 Financial Institutional Acct from 
Burritt Steward for $162,620.54 

23 dated July 22, 2005, for $86,897 
dated May 3, 2006, and for 

24 $100,000 dated May 20, 2010 37 

25 
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1 NO. DESCRIPTION IDENTIFIED ADMITTED 

2 S-22a Letter from Charles Schwab & Co. 
Inc. Dated September 2, 2011, to 

3 the Securities Division - -  21 

4 S-22b 

5 

6 
s-22c 

21 
7 

8 

9 

S-22d 

S-23a 

10 

11 

12 

21 

Email from Charles Schwab dated 
21 May 12, 2011 - -  

Charles Schwab new account 
application for Richard Schmerman 
dated November 4, 1985 - -  

List of accounts 295 

Letter from Richard Schmerman to 
Pat R. Olvey, copy of check from 
Pat Olvey to Diversified 
Financial dated February 27, 
2006 in the amount of $100,000, 
check from Richard Schmerman to 
Pat Olvey Trust in the amount of 
$42,092.33 dated September 8 ,  2006, 
check to Pat Olvey in the amount 
of $20,353.33 dated September 15, 
2007 - -  

Schwab Institutional Certification 
of Trustee documents for the Pat 
R. Olvey Trust, Schwab MoneyLink 
Electronic Funds Transfer form, 
voided check, new account 
verification letter dated August 31, 
2001, and Diversified Financial 
engagement letter to Pat R. Olvey 
dated February 5, 2002 173 

13 
21 

14 

15 
S-23b 

16 

17 

18 

19 

20 S-24a Letter dated July 1, 2010 from 

21 Division 210 
Charles Schwab to Securities 

22 S-24b Charles Schwab account application 

23 June 3, 2008 212 
for Elizabeth Irene Aiken dated 

24 S-24c Handwritten note - -  

25 
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1 NO. DESCRIPTION IDENTIFIED ADMITTED 

2 S-24d Limited Power of Attorney for 

3 17, 2008 - -  
Elizabeth Aiken dated November 

21 

4 S-25a Letter from Bryan Levy to 
St. Lawrence Seminary and copy 

5 of the Trust for Charles and 
Patricia Beauvais - dated 

6 May 2, 1991 244 

7 S-25b Handwritten notes, letter from 
Attorney Brian Levy to 

8 St. Lawrence Seminary dated 
August 20, 2008, email from 

9 Ceil Schaefer to St. Lawrence 
Seminary, letter from 

10 St. Lawrence Seminary to Bryan 
Levy dated October 16, 2008, 

11 letter from Bryan Levy to 
St. Lawrence Seminary dated 

12 March 2, 2009 244 

13 S-26a Death certificate for Patricia 

14 County Recorder's Office on 

15 

16 Beauvais filed with the Maricopa 

17 November 15, 1996 318 

Beauvais filed with Maricopa 

May 20, 2009 317 

S-26b Death certificate for Charles 

County Recorder's Office on 

18 S-26c Trust Certification filed with 

19 on May 19, 2009 318 
Maricopa County Recorders Office 

20 S-27a SunWest Federal Credit Union 

21 membership application for C & P 

22 

23 certification of records dated 

letter dated June 2, 2011 with 

Beauvais Trust 320 

S-27b SunWest Federal Credit Union 

July 14, 2011 - -  
24 

25 
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1 NO. DESCRIPTION IDENTIFIED ADMITTED 

2 S-28a 

3 

4 

5 

6 

7 

8 
S-28b 

9 

Fidelity National Law Group 
response received by Securities 
Division on July 5, 2011 with 
escrow files for escrow 
# ST09008204-ST54, Affidavit of 
Custodian of Records from Security 
Title Agency dated June 30, 2011, 
all escrow documents, files, etc., 
produced by Fidelity National Law 
Group 323 

Letter from Fidelity National Law 
Group dated August 8, 2011, with 
signed Affidavit of Custodian of 
Records 322 

10 S-29a Charles Schwab IRA Application for 

11 1989 
Patricia Beauvais dated April 5, 

- -  

12 S-29b Schwab Trust Brokerage Account 
Application dated December 17, 

13 1997, for C & P Beauvais Bypass 
Trust 

14 
S-29c Schwab Trust Brokerage Account 

15 Application dated December 17, 

16 S u r v i v o r  s Trust 
1997) for C & P Beauvais 

17 S-30 

18 

19 

20 
S-31 

21 

22 

23 

249 

249 

E-mail from Robert Mitchell with 
Sandra Robinson Statement of 
Claim dated September 11, 2011, 
for FINRA Arbitration 252 

Handwritten letter from Bernice 
Elson dated January 23, 2012 with 
Securities Division letter, 
handwritten letter from Richard 
Schmerman, Financial Engagement 
Letter dated June 30, 2006, and 
Draft of Schwab One Account 
Application 259 

24 

25 
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2 S-32 

3 

4 

5 

6 

7 

8 

9 

10 
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384 

IDENTIFIED ADMITTED 

Letter from Ann Draganich to 
Securities Division dated 
December 19, 2011, with copies 
of checks for $1,505 from Charles 
Schwab account to Ann Draganich 
dated October 7, 2011, and from 
Ann Draganich to Diversified 
Financial dated October 20, 2011; 
Diversified Financial billing 
statement for March 31, 2010, 
through December 31, 2010, for 
$1,565 with checks for $1,565 
from Charles Schwab to Ann 
Draganich dated January 10, 2011, 
and check from Ann Draganich to 
Diversified Financial dated 
January 25, 2011 265 

11 

12 the Securities Division dated 

13 with copy of the signatory form 

14 

S-33a E-mails between Alison Levine and 

August 5th, 8th, and loth, 2011, 

from Schwab 269 

15 S-33b Levine Limited Partnership Statement 

16 for August 12, 2008 through June 11, 

17 information 273 

for June 30, 2011 showing charges 

2011, with balance and withdrawal 

18 

19 Dick Witter with copy of check for 

20 dated October 14, 2011, and check 

21 

5-34 Letter dated January 21, 2012, from 

$3,415 to Diversified Financial 

receipt 276 

22 s-35 Charles Schwab account statements 
showing payments made to Scott and 

23 Shirley Stowe on January 23, 2006, 
and March 21, 2006 279 

24 

25 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

NO. 

S-36 

S-37a 

S-37b 

S-38 

s-39 

S-40 

S-41 

DESCRIPTION IDENTIFIED ADMITTED 

E-mails with David Kallgren and 
copy of check from Peter Kallgren 
for $218,000 to Diversified 
Financial dated November 18, 2005; 
Email from David Kallgren to 
Securities Division with attached 
Diversified Financial email 
communications and info, letter to 
Kallgren from Richard Schmerman 
dated November 5, 2000, handwritten 
record for Estate of Peter 
Kallgren October 15, 2008 thru 
September 30, 2010 282 

Email from Dillingham & Reynolds LLP 
to Securities Division with copies 
of promissory notes to George Cannon 
and Judith Cannon dated November 29, 
2004, and September 10, 2008 285 

Complaint, Answer, and Stipulated 
Motion to Dismiss for Michael 
F. Durand v. Richard M. Schmerman 289 

21 

21 

21 

Letter to Securities Division from 
Desert Schools Credit Union dated 
May 17, 2011 in response to Subpoena 
request (Maricopa County Superior 

21 Court , CV2 00 9 - 05092 ) - -  

Last Will & Testament of Ruth 
Gunston filed July 1, 2002 under 
PB2002-002946 - -  21 

Stipulation to Approve Settlement 
Agreement filed June 30, 2005 under 
PB2002-002946 in the Matter of the 
Estate of Ruth Gunston 359 21 

Petition for Instructions filed 
February 20, 2004 under 
PB2002-002946 in the Matter of the 
Estate of Ruth Gunston - -  21 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

NO. 

S-42a 

S-42b 

s-43 

s-44 

s-45 

S-46a 

S-46b 

s-47 

S-48 

s-49 

S-50 
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DESCRIPTION IDENTIFIED ADMITTED 

Letter to Securities Division 
from M&I Bank dated May 27, 2011, 
with Subpoena and copies of checks 
to Schmerman Buildings LTD and 
Richard Schmerman, and affidavit 
of custodian of records - -  

Signature card for Schmerman 
Buildings LTD - -  

Letter to Securities Division from 
US Bank dated May 27, 2011, 
affidavit of custodian of records 
and image of CD - -  

Letter to Securities Division from 
US Bank dated August 29, 2011, with 
image of CD - -  

Wells Fargo declaration of records 
dated June 12, 2010 for account 
# ****-1069, copy of subpoena - -  

Wells Fargo declaration of records 
dated June 17, 2010 for account 
# ****-1069, copy of subpoena - -  

Account applications for Diversified 
Financial and Richard Schmerman 

Wells Fargo declaration of records 
dated June 9, 2011 for account 
# ****-1069, copy of subpoena 

Wells Fargo declaration of records 
dated August 1, 2011 for account 
# ****-1069, copy of subpoena and 
letter from Securities Division 

Wells Fargo declaration of records 
dated October 7, 2010 for account 
# ****-0016, copy of subpoena 

Wells Fargo declaration of records 
dated June 8, 2011 for account 
# ****-0016, copy of subpoena 

21 

21 

21 

21 

21 

21 

21 

21 

21 

21 

21 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

NO. 

S-51 

S-52 

S-53a 

S-53b 

s-54 

s-55 

S-56 

s-57 

DESCRIPTION IDENTIFIED ADMITTED 

Wells Fargo declaration of records 
dated December 29, 2010 for account 
# ****-lo69 and ****-9249, copy of 
subpoena - -  

Wells Fargo declaration of records 
dated December 21, 2011, for account 
# ****-1069, copy of subpoena - -  

Wells Fargo declaration of records 
dated May 28, 2010 for account 
# ****-lo69 with copy of subpoena - -  

Consumer account application for 
Richard Schmerman, Feb. 4, 2010 - -  

Summary of Receipts and Disbursements 
for the period of January 26, 2005, 
to April 22, 2011, for Richard 
Schmerman * *  Supporting Documentation 
is available for review at the 
Division prior to the scheduled 
hearing date upon written request 338 

Summary of Receipts and 
Disbursements for the period of 
January 1, 2005, to April 30, 2011, 
for Diversified Financial 
* *  Supporting Documentation is 
available for copying or review at 
the Division prior to the scheduled 
hearing date upon written request 331 

Summary of Receipts and 
Disbursements for the period of 
December 1, 2006, to April 30, 2011, 
for The C & P Beauvais Trust 
* *  Supporting Documentation is 
available for copying or review at 
the Division prior to the scheduled 
hearing date upon written request 348 

Schedule of Investor transactions 
* *  Supporting Documentation is 
available for copying or review at 
the Division prior to the scheduled 
hearing date upon written request 420 

21 

21 

21 

21 

21 

21 

21 

21 

ARIZONA REPORTING SERVICE, INC. (602) 274-9944 

www.az-reporting.com Phoenix, AZ 

http://www.az-reporting.com


S-20757A-10-0373 VOLUME I11 10/02/2013 
388 

1 NO. DESCRIPTION IDENTIFIED ADMITTED 

2 S-58 Investor Restitution List 
* *  Supporting Documentation is 
available for copying or review 3 
at the Division prior to the 

4 scheduled hearing date upon 
written request 

5 

6 
S-58b Revised Restitution List 

414 

434 

7 S-59a Timeline Chart regarding Richard 

8 
S-59b Timeline Chart regarding Richard 

9 Schmerman Items # 41-42 354 

Schmerman Items # 39-40 351 

10 S-59c Timeline Chart regarding Richard 

11 
S-59d Timeline Chart regarding Richard 

12 Schmerman Items # 50-64 359 

Schmerman Items # 43-45 356 

13 S-59e Timeline Chart regarding Richard 

14 
Schmerman Items # 65-91 368 

S-59f Timeline Chart regarding Richard 
15 Schmerman Items # 92--95 

16 available for copying or review at 

17 scheduled hearing date upon 

18 

* *  Supporting Documentation is 

the Division prior to the 

written request 370 

19 S-60 

20 

21 

22 

23 
S-61 

24 

25 

Certified copy of Financial 
Industry Regulatory Authority 
(FINRA) Letter of Acceptance, 
Waiver and Consent with Richard 
Mark Schmerman dated August 2, 
2011 240 

Richard Schmerman letter dated 
March 8, 2004, to Judy Pellish 
and Rita Pellish, hand-written 
investment summary with attached 
client forms, account statements 
and checks 56 
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1 NO. DESCRIPTION IDENTIFIED ADMITTED 

2 S-62 

3 

4 

5 
S-63 

6 

7 
S-64 

8 

9 

Draft complaint to Attorney 
General re Richard Schmerman 
printed 3/10/2013 with 
attachments 69 

Rolf Vrla fax to the Securities 
Division dated May 2, 2012, with 
copies of statements and checks - -  

Richard Schmerman/Diversified 
Financial letter to Rolf Vrla 
dated September 29, 2000, with 
Form ADV Part I1 dated March 28, 
1997, checks, account statements, 
and Limited Power of Attorney 101 

10 

11 Contact re Rolf Vrla/Vrla Family 

12 

13 Contact re Ann Draganich 132 

S-65a Charles Schwab Summary of Customer 

Trust 129 

S-65b Charles Schwab Summary of Customer 

14 
S-66a Charles Schwab cover letter dated 

15 December 12, 2012 - -  

16 S-66b Audio Recordings from Charles 

17 
Schwab & Company, Inc. 20 

S-67 Greg Thomsen Memo dated August 1, 
18 2013 305 

19 S-68 Composite of Audio Recordings 
identifying caller name to 

20 Charles Schwab 303 

21 S-69a Charles Schwab cover letter dated 

22 

23 of Richard Schmerman 

August 14, 2013 301 

S-69b Charles Schwab audio recordings 301 

24 

25 
S-70 Curriculum Vitae of Greg Thomsen 150 

21 

21 

21 

21 

21 

21 

N o t  
O f f e r e d  

21 

N o t  
O f f e r e d  

21 

N o t  
O f f e r e d  

21 
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1 NO. DESCRIPTION IDENTIFIED ADMITTED 

2 S-71a Monthly Cash Flows from Investor 

3 Rita Pellish 397 21 
Checks - Business re Judy and 

4 S-71b Cash Flows from Investor Checks - 

5 
Business re Burritt Steward 399 21 

S-71c Cash Flows from Investor Checks - 
6 Business re Peter Kallgren 402 21 

7 S-71d 

8 

9 
S-71e 

10 

11 
S-71f 

12 

13 
S-72a 

Cash Flows from Investor Checks - 
Business re Bernice Elson 404 21 

Cash Flows from Investor Checks - 
Business and Personal Accounts 
re Sandra Robinson 408 21 
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STATE OF ARIZONA 

CERTIFICATION 

I, Mark Dinell, certify that I am the Assistant Director of the Arizona Corporation 
Commission’s Securities Division and that I have legal custody of the records of the Securities 
Division. I certify that I have directed a diligent search of the Securities Division records and the 
records reflect that Richard Mark Schmerman was registered with the Arizona Corporation 
Commission as a securities salesman during the periods of November 6, 1986, to March 13, 
2008, and May 15, 2008, to March 10, 2010. During the period of June 3,2008, to March 10, 
2010, Richard Mark Schmerman was also licensed with the Arizona Corporation Commission as 
an Investment Adviser Representative with United Planners’ Financial Services of America A 
Limited Partner (20804). From March 11 , 2010, to August 15,2012, Richard Mark Schmerman 
has not registered with the Arizona Corporation Commission as a securities salesman or dealer 
pursuant to Article 9 of the Securities Act of Arizona (A.R.S. 0 44-1941 et seq.); and has not 
made a notice filing or license with the Arizona Corporation Commission as an investment 
adviser or investment adviser representative pursuant to Article 4 of the Arizona Investment 
Management Act (A.R.S. 0 44-3 15 1 et seq.) Richard Mark Schmerman filed a U4 application on 
May 28, 20 10, for licensure as an Investment Adviser Representative with Diversified Financial 
Planners, LLC (153935); that application is still pending. 

IN WITNESS WHEREOF, I HAVE HEREUNTO SET MY 
HAND AND AFFIXED THE OFFICIAL SEAL OF THE 
ARIZONA CORPORATION 
CAPITOL, IN THE CITY OF PHOENIX, THIS 
AUGUST, 20 12. 

BY 
Mark Dinell 
Assistant Director 
Securities Division 



STATE OF ARIZONA 
Corporation Comm iss ion 

CERTIFICATION 

I, Mark Dinell, certify that I am the Assistant Director of the Arizona Corporation 
Commission’s Securities Division and that I have legal custody of the records of the Securities 
Division. I certify that I have directed a diligent search of the Securities Division records and the 
records reflect that during the period of September 1, 1995, to August 15, 2012, Diversified 
Financial Planners, LLC or Diversified Financial Planners or Diversified Financial has not 
filed with the Arizona Corporation Commission a notice pursuant to A.R.S. 0 44-1850 of the 
Securities Act of Arizona or Article 12 of the Arizona Investment Management Act (A.R.S. 0 
44-3321 et seq.); has not registered securities with the Arizona Corporation Commission by 
description pursuant to Article 6 of the Securities Act of Arizona (A.R.S. 0 44-1871 et seq.) or 
by qualification pursuant to Article 7 of the Securities Act of Arizona (A.R.S. 6 44-1891 et 
seq.); has not registered with the Arizona Corporation Commission as a dealer pursuant to 
Article 9 of the Securities Act of Arizona (A.R.S. 0 44-1941 et seq.); and has not made a notice 
filing or licensed with the Arizona Corporation Commission as an investment adviser pursuant to 
Article 4 of the Arizona Investment Management Act (A.R.S. 0 44-3 15 1 et seq.). Diversified 
Financial Planners, LLC filed a Form ADV application with the Arizona Corporation 
Commission on May 26, 2010, requesting licensure as an Investment Adviser in Arizona; that 
application is still pending. 

IN WITNESS WHEREOF, I HAVE HEREUNTO SET MY 
HAND AND AFFIXED THE OFFICIAL SEAL OF THE 
ARIZONA CORPORATION 
CAPITOL, IN THE CITY OF PHOENIX, THIS 
AUGUST, 2012. 

BY 
Mark Dinell 
Assistant Director 
Securities Division 
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Registered Name 
Information Search 

Generated by TnT Names Search Version 3.1 1 

Instructions 

General Information 

Agent/ Owner Information 

I I I I 

Registration Information 

18/6/2009 i 
Correspondence History 

Wopyright 2000 by Arizona Secretary of State - ALL RIGHTS RESERVED 

Please email your comments or questions regarding this system to trades@azsos.aov. We appreciate any feedback. 

Disclaimer 

http://www.azsos.gov/scripts/TNT_Search_engine.dll/ZoomTNT?NME_ID=467648&NM. .. 8/16/20 12 
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pk.H mail Registration and make clloc.. payable to: 
&cmhry of State Ken B.nnett/TWe Name b i v i s h  
1700 West Washington 7th R. Phoenix, Arizona 85661 
Walk-in service: 14 N. lSn Ave., Phoenix. ArizoM 
Tucson Office: 400 W. Congress. Ste. 252 
(602) 542-6187 
(800) 4S5842 (within Arizona) 
Filing Fee: Slo.00 

- .  

Appw#nt must check onc. Do not w(ect "CwpomUon" or "LLC" if you #o not curnntty 
iftc- , or your .pp#crHonwiU k ntumad to you. 

lndivkiupl 0 Foreign corporatroA licensed to do business in Arizona 

Corporation 
Organization -- - 

The date in whkh the name. title or designation was first used by tQe a y . m n t  wcthi,: this state This date 
must be today's date or prior to today's date: <-- 9 \S%b 

Month Day Year 

- 
Appliicant's Printed Name 

County of 

h 
(-ofAppl-) 

personally 8ppe8fed before me and acktmwledged that heishe signed this document for it's stated purpose. 
4- 

I 
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General Information 
-144 

Trade Name 
Active 

I- - 

_ _  

12348 

[DIVERSIFIED FINANCIAL PLANNERS 

5312 NORTH 12TH STREET, SUITE 301 

PHOENIX 

, 
12/1/1986 

AgenVOwner Information 

Registration Information 

17/20/2010 I 18/7/2015 1 
16/16/20 05 rp 18/7/2010 7 7 
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/8/7/2000 7 I ~i------i8/7/20051--~-----~ 
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SUEC of 

cwnry of -- 

Nout). Public 



. 

MAIL TO: 
wcllK.lrnrm 
M w y  of sLB*, AlTN: Trades 

* ;,.- 

Trade Niwne No. 234844 for: 
DIVERSIFIED FINANCIAL PLANNERS 

AnN: RICHARD M. SCHMERMAN 
5312 NORTH lrcW STREET, SUITE 301 
PHOENIX,AZ 85014- 

Genaral Nature of Business: TAX PREPRATION AND PORTFOLIO MAWAGEMEM SERVICES. 602- 
2244 

In accordance with Section 44-1460, the Trade Name stated above will expire on 8/7/2005. Please mark and MI in any of 
the correspondence items below to renew your Trade Name. 

Your certificate and future renewal notices are dependent on accurate information inclu~ins;.sqtqqum@q,t - - - --- . d Remmber -. . - - 
to update your record if you move. 

OmsrshiDda Trade Name mav not be-- on this f m  

-..E- _n,cI. 
* -,. - - L  

- c - T  - -  -v:, I ij E*?:.. --& 1 - , - 
,- I" ';--:# :-- - - -  - _  - I d  

:[p - f: 7 - 
0 The information stated above is correct, enclosed is a check made payable to the Secretary'of Staite7or renewal of 

this Trade Name. 

The information is correct, except the business address has changed to: 

_- 
Address Including 9iite Numtcr 

The general nature of business or other has changed to: - --.. 

U you do not wish to renew your Trade Name or fail to file this application by the expiration date above, 
understand that the Trade Name will expire and become available for registration by another applicant. 

Th& renewal application only satisfies the continuation of your Trade Name. Any changes of ownership of 
tha Trade Mame must be submitted on a Trade Name Assignment Application. Adcitiond filing information 

at http://www.sos.state.ar.us or by calling 602-542-6187 or 800-458-5842. 
D\X.Lrs s 2J 

q ; e L 2  3 ScLm2.-qF%* G 4 - L . .  \ - 
Applicants Printed Name ; lit& 

--- ab -\3-2J;: 
oak? Phoic Nmhc- 

http://www.sos.state.ar.us


APPLICATW FOR REMEWAL OF TRAof NAIIE 
(A R S Tille 44, Chapter 10, M i i  3.1) 

Nemefs): Rchard M Schrnermar) 
(If mom than 1 applicant. an "or' designation is assumed unless atherwise indicated) 

Bu+inau 53 12 N 1201 Streel Surtr 701 Phoenix AZ &M50!J 

Street or Box # city State 

Is this a new address? a Yes No 

phone number (optional): 

Appikmt must check one. Do not select "Corpontlon" or " U C "  if you am not currently 
incoqmaW, or your rppkation will be returned to you. 

Individual 0 Foreign corporation licensed to do business in Anrona 
Partnership 0 Association a Organization 

0 Other 
% 

corporation 0 LLC 

--...-.-> 
Original Date of Registration: ../ ., /' 

8!7i*00Q 
/' ,-' *'/ / / 

Appffcant's printed NaWi t le  Applicant's Signature Date 





Office of the 
CORPORATION COMMISSION 

I, Ernest G. Johnson, Executive Director of the Arizona Corporation Commission, do 
hereby certify that the attached copy of the following document: 

ARTICLES OF ORGANIZATION 05/06/2010 

consisting of 2 pages, is a true and complete copy of the original of said document on file with 
this office for: 

DIVERSIFIED FINANCIAL PLANNERS, LLC 
ACC file number: L1600954-7 

IN WITNESS WHEREOF, I have hereunto set my hand and affixed 
the official seal of the Arizona Corporation Commission on this date: 
May 8,2012. 

6 



May 06 .0010  1 : 3 7 P M  S a r a  R. Ziskin, P.C. 

AZ CORPORATION COMMISSION 
FILED 

03107284 

- -  
DO NOT WRITE ABOVE THIS LINE, FOR ACC USE dNLY 

ARTICLES OF ORGANIZATION 

I. The name ofthe organization: 

I A. ~ 

LLC Nama Remrvptbn Fib Numb# (If one haa bem obtained). Ifnot, leDlve this line Mark 

8. Diversified Financial Phners, LLC 
LimW LlabiMy Campany Name 

3. The name and sttwt addrew ofthe statutory agent In Arlzona 

Acceptance MAppointment by Statutory Agent: 
I RidrardM. &tunermen , having been designated to act as 

(Print N m e  of the Stalutory Agent) 

If rlgntnlgp on behaff Ot a company, please print the company nam here. 



May 06.2010 1:37PH Sara R.  Ziskin, P.C.  

\ 
1 

602-252-7101 P- 4 

4. Purpuw ef thlo [Pmfeulonal) umited LiablUty Company is to provide the 
following (professionaf) service(s): {only required for a ~mfi3wiona1 LLC Company) 

6. Dlssdutkn: Tha labst date of Disratutian 

OThe latest date to dlssolva / / (Please enter month. day and four digit year) 

UThe Limited Liability Company is Perpetual 

6. lyanpgement structure: (Chsck one bux a&} A.R.S. g2M32{5) 

May 201 0 

Print Name Richard M. Schmerman 

Phone Number: (602) 224-6040 Fax Number: (602) 266-5307 









It. 

WAIVER OF PROCEDLWL RIGHTS 

ProCLdUR: 

A. 

8 .  

C. 

D. 



C. Ifaccepted: 
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Filing History 

Organization CRD#: 153935 

Organization SEW: 

No BD Record 

1 Primary Business Name: DIVERSIFIED FINANCIAL 

i Full Legal Name: DIVERSIFIED FINANCIAL PLANNERS, 

Electronic Filer 

II_ -- I I __-_ I _^__ PLANNERS, __ LLC -- _^_- __ 

-___ -_ -I -- --- -&-- - -  - _  I II -- __ - - 1 LLC 

__________ - ~I - --- I - _ _ -  - -- -- - 

Filing Form Filing Types Filing -. Section Changed 
I D  Type Date 

492648 ADV Other-Than- 
Annual 
Amendment 

483931 ADV Other-Than- 
Annual 
Amendment 

479703 ADV State Initial 

08/26/2010 Financial Industry Affiliations, ADV Part 2 

06/21/2010 Other Business Activities, ADV Part 2 

05/26/2010 Identifying Information, Form of Organization, Successions, 
Information About Your Advisory Business, Other Business 
Activities, Financial Industry Affiliations, Participation or 
Interest in Client Transactions, Custody, Control Persons, 
Disciplinary Information, Schedule A, State Registration, 
Additional Information, ADV Part 1B. ADV Part 2 

Privacy Legal 
0201 2 FINRA A!! rights reserved FINRA is a registered trademark of the Financial Industry Regulatory Authority, Inc 

Use of Web CRD@, lARDTM, or PFRDTM is governed by the Terms & Conditions. 

https ://crd. finra. org/Iad/ContentNiewOrg/crd-iad-VoiFilingHist .aspx?hidden=&ORG-P.. . 8/ 1 7/20 1 2 
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FORM ADV 
UNIFORM APPLICATION FOR INVESTMENT ADVISER REGISTRATION 

Primary Business Name: DIVERSIFIED FINANCIAL PLANNERS, LLC 

ADV - State Initial, Page 1 
5/26/2010 4:22:14 PM 

CRD Number: 153935 

Rev. 02/2005 

9DV Part l A ,  Page 1 
WARNING: Complete this form truthfully. False statements or omissions may result in denial of your 

application, revocation of your registration, or criminal prosecution. You must keep this form 
updated by filing periodic amendments. See Form ADV General Instruction 3. 

\ 

Item 1 Identifying Information 

Responses to this I tem tell us who you are, where you are doing business, and how we can contact you. 
A. 

8. 

Your full legal name (if you are a sole proprietor, your last, first, and middle names): 
DIVERSIFIED FINANCIAL PLANNERS, LLC 
Name under which you primarily conduct your advisory business, if different from I tem l .A.  
DIVERSIFIED FINANCIAL PLANNERS, LLC 
List on Section 1. B. of Schedule D any additional names under which you conduct your 
advisory business. 
If this filing is reporting a change in your legal name (Item 1.A.) or primary business name 
(Item l.B.), enter the new name and specify whether the name change is of 

C. 

your legal name or your primary business name: 

D. 
E. 

I f  you are registered with the SEC as an investment adviser, your SEC file number: 801- 
If you have a number ("CRD Number") assigned by FINRA's CRD system or by the IARD 
system, your CRD number: 153935 
If your firm does not have a CRD number, skip this Item 1 .E. Do not provide the CRD 
number ~- of one I_ of _I___- your - officers, __I_ - employees, -- x "  or affiliates. ---- I __I __ I I - - -_I_ 

FORM ADV 
UNIFORM APPLICATION FOR INVESTMENT ADVISER REGISTRATION 

I- " -- I - - - - - _- - -_ - - ---- 
I t e m 1  Identifvina Information (Continued) 

F. Principal Office and Place of Business 
(1) Address (do not use a P.O. Box): 

Number and Street 1: 
5312 NORTH 12TH STREET 
City: State: Country: ZIP+4/Postal Code: 
PHOENIX AZ UNITED STATES 850 14 

, 
Number and Street 2 :  
SUITE 301 

https://crd.finra.org/Iad/Content/PrintHist/Adv022005IPages/crd~iad~AdvA11Pages.aspx?.. , 8/17/20 12 



' IARD - ADV All Pages - Dev [User Name: khoule, OrgID: 5001 11 Page 2 of 31 

If this address is a private residence, check this box: I- 
List on Section 1.  F. of Schedule D any office, other than your principal office and place of 
business, at  which you conduct investment advisory business. If you are applying for 
registration, or are registered, with one or more state securities authorities, you must list all of 
your offices in the state or states to which you are applying for registration or with whom you 
are registered. I f  you are applying for registration, or are registered only, with the SEC, list the 
largest five offices in terms of numbers of employees. 

(2) Days of week that you normally conduct business at your principal office and place of business: 

@' Monday-Friday 'I Other: 
Normal business hours at this location: 
8:OO A.M. - 4:OO P.M. 

(3) Telephone number at this location: 

(4) Facsimile number at this location: 
602-224-6040 

602-266-5307 
G. Mailing address, if different from your principal office and place of business address: 

Number and Street 1: Number and Street 2: 

City: State: Country: ZIP+4/Postal Code: 

I f  this address is a private residence, check this box: r: 
H. If you are a sole proprietor, state your full residence address, if different from your principal office 

and place of business address in I tem 1.F.: 
Number and Street 1: Number and Street 2: 

City: State: Country: ZIP+4/Postal Code: 

111 - - - _ _ ^ _ ^ -  I I_I_____ I I ~ _ _ I  l_l___ 

FORM ADV 
UNIFORM APPLICATION FOR INVESTMENT ADVISER REGISTRATION 

Primary Business Name: DIVERSIFIED FINANCIAL PLANNERS, LLC 

ADV - State Initial, Page 3 
5/26/2010 4:22:14 PH 

CRD Number: 153935 

Rev. 02/2005 

~- ~ - -  _ I _ I I ~ - I _  _I _ 
Rem 1 Identifying Information (Continued) 

I. Do you have World Wide Web site addresses? 
If "yes, ' I  list these addresses on Section 1. I. of Schedule D. If a web address serves as a 
portal through which to access other information you have published on the World Wide 
Web, you may list the portal without listing addresses for all of the other information. 
Some advisers may need to list more than one portal address. Do not provide individual 
electronic mail addresses in response to this Item. 

Name: Title: 
RICHARD M. SCHMERMAN MEMBER 

3.  Contact Employee: 

https://crd.finra.org/Iad/Content/PrintHist/Adv022005IPages/crd_iad_AdvA11Pages.aspx?. . . 

YES NO 

a @  

8/17/20 12 
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IARD - ADV All Pages - Dev [User Name: khoule, OrgID: 5001 11 Page 3 of 31 

Telephone Number: Facsimile Number: 

Number and Street 1: 
5312 NORTH 12TH STREET 
City: State: Country: ZIP+4/Postal Code: 
PHOENIX AZ UNITED STATES 85014 
Electronic mail (e-mail) address, if contact employee has one: 
DFINANCIAL@AOL.COM 
The contact employee should be an employee whom you have authorized to receive information 
and respond to questions about this Form ADV. 

602-224-6040 602-266-5307 
Number and Street 2: 
SUITE 301 

YES NO 

ta r;: K. Do you maintain some or all of the books and records you are required to keep under 
Section 204 of the Advisers Act, or similar state law, somewhere other than your principal 
office and place of business? 
If "yes, ' I  complete Section 1. K. of Schedule D. 

YES NO 

Q t 3  L. Are you registered with a foreign financial regulatory authority? 
Answer %off if you are not registered with a foreign financial regulatory authority, even if 
you have an affiliate that is registered with a foreign financial regulatory authority. If 
"yes", complete Section 1. L. of Schedule D. 

I _I- -- _I ~- I _  I -~ ~ --_____ I ~~~ 

FORM ADV 
UNIFORM APPLICATION FOR INVESTMENT ADVISER REGISTRATION 

Primary Business Name: DIVERSIFIED FINANCIAL PLANNERS, LLC 

ADV - State Initial, Page 4 
5/26/2010 4:22:14 PM 

CRD Number: 153935 

Rev. 02/2005 

Item 2 SEC Registration 
1 Responses to this I tem help us (and you) determine whether you are eligible to register with the SEC. 

Complete this I tem 2 only if you are applying for SEC registration or submitting an annual updating 
amendment to your SEC registration. 

A. To register (or remain registered) with the SEC, you must check at least one of the Items 2.A(1) 
through 2,A(l l) ,  below. If you are submitting an annual updating amendment to your SEC 
registration and you are no longer eligible to register with the SEC, check I tem 2.A(12). You: 

F (1) have assets under management of $25 million (in U.S. dollars) or more; 

See Part 1A Instruction 2.a. to determine whether you should check this box. 

F (2) have your principal office and place of business in Wyoming; 

iTT; (3) have your principal office and place of business outside the United States; 

(4) are an investment adviser (or sub-adviser) to an investment company registered under the 
Investment Company Act of 1940; 

See Part 1A Instruction 2.6. to determine whether you should check this box. 

https://crd.finra.org/Iad/Content/PrintHist/Adv022005/Pages/crd~iad~AdvA11Pages.aspx?. . . 8/17/20 12 
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TTC.. (5) have been designated as a nationally recognized statistical rating organization; 

See Part 1A Instruction 2.c. to determine whether you should check this box. 

(6) are a pension consultant that qualifies for the exemption in rule 203A-2(b); 

See Part 1A Instruction 2.d. to determine whether you should check this box. 

f: (7) are relying on rule 203A-2(c) because you are an investment adviser that controls, is 
controlled by, or is under common control with, an investment adviser that is registered 
with the SEC, and your principal office and place of business is the same as the registered 
adviser; 

See Part 1A Instruction 2.e. to determine whether you should check this box. If you check 
this box, complete Section 2,A(7) of Schedule D. 

IT. (8) are a newly formed adviser relying on rule 203A-2(d) because you expect to be eligible for 
SEC registration within 120 days; 

See Part 1A Instruction 2.f. to determine whether you should check this box. If you check 
this box, complete Section 2.A(8) of Schedule D. 

FORM ADV 
UNIFORM APPLICATION FOR INVESTMENT ADVISER REGISTRATION 

Primary Business Name: DIVERSIFIED FINANCIAL PLANNERS, LLC 

ADV - State Initial, Page 5 
5/26/2010 4:22:14 PM 

CRD Number: 153935 

Rev. 02/2005 

[tern 2 SEC Registration (Continued) 
C (9) are a multi-state adviser relying on rule 203A-2(e); 

See Part 1A Instruction 2.9, to determine whether you should check this box. If you 
check this box, complete Section 2.A(9) of Schedule D. 

a (10) are an Internet investment adviser relying on rule 203A-2(f); 

See Part 1 A  Instructions 2.h. to determine whether you should check this box. 

C (11) have received an SEC order exempting you from the prohibition against registration with 
the SEC; 

If you checked this box, complete Section 2.A(11) of Schedule D. 

IT. (12) are no longer eligible to remain registered with the SEC. 

See Part 1A Instructions 2.i. to determine whether you should check this box. 

https://crd.finra.org/Iad/Content/PrintHist/Adv022005/Pages/crd~iad~AdvA11Pages.aspx?. . . 8/17/20 1 2 
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B. Under state laws, SEC-registered advisers may be required to provide to state securities authorities 
a copy of the Form ADV and any amendments they file with the SEC. These are called notice filings. 
I f  this is an initial application, check the box(es) next to the state(s) that you would like to receive 
notice of this and all subsequent filings you submit to the SEC. If this is an amendment to direct 
your notice filings to additional state(s), check the box(es) next to the state(s) that you would like 
to receive notice of this and all subsequent filings you submit to the SEC. If this is an amendment 
to your registration to stop your notice filings from going to state(s) that currently receive them, 
uncheck the box(es) next to those state(s). 

I - - __ - __-- ___^ -__- _ _  111- I_-_ _ _  111 I- _______ - -  -___ 
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If you are amending your registration to stop your notice filings from going to a state that currently 
receives them and you do not want to pay that state's notice filing fee for the coming year, your 
amendment must filed before the end of the year (December 31). 

Rem 3 Form Of Organization 
A. How are you organized? 

C Corporation r Sole Proprietorship P Limited Liability Partnership (LLP) 

r Partnership F Limited Liability Company (LLC) r Other (specify): 

I f  you are changing your response to this Item, see Part 1A Instruction 4. 

FORM ADV 
UNIFORM APPLICATION FOR INVESTMENT ADVISER REGISTRATION 

Primary Business Name: DIVERSIFIED FINANCIAL PLANNERS, LLC 

ADV - State Initial, Page 6 
5/26/2010 4:22:14 PM 

CRD Number: 153935 

Rev. 02/2005 

I Item 3 Form Of Organization (Continued) 

https://crd .finra.org/Iad/Content/PrintHis~AdvO22OO5~ages/crd~iad~AdvAllPages.aspx?... 8/17/2012 

https://crd
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8. 

C. 

I n  what month does your fiscal year end each year? 
December 
Under the laws of what state or country are you organized? 
State: Country: 
Arizona UNITED STATES 

Page 6 of 31 

:tem 4 Successions 
YES NO 

cr ; :  A. Are you, at the time of this filing, succeeding to the business of a registered investment 
adviser? 
If "yes, complete Item 4. B. and Section 4 of Schedule D. 

B. Date of Succession: (MM/DD/YYYY) 

I f  you have already reported this succession on a previous Form ADV filing, do not report 
the succession again. Instead, check "No. ' I  See Part 1A Instruction 4. 

:tern 5 Information About Your Advisory Business 
Responses to this I tem help us understand your business, assist us in preparing for on-site examinations, 
and provide us with data we use when making regulatory policy. Part 1A Instruction 5.a. provides 
additional guidance to newly-formed advisers for completing this I tem 5. 

Emdovees 

A. Approximately how many employees do you have? Include full and part-time employees but do not 
include any clerical workers. 

i? 1-5 (* 6-10 11-50 51-250 251-500 
I f  more than 1,000, how many? 

(round to the nearest 1,000) 
501-1,000 More than 

1,000 
8. 

(1) Approximately how many of these employees perform investment advisory functions (including 
research)? 

0 1-5 6-10 ' 11-50 ' 51-250 
I f  more than 1,000, how many? 

(round to the nearest 1,000) 
' 251-500 501-1,000 ' More than 

1,000 
(2) Approximately how many of these employees are registered representatives of a broker-dealer? 

@ O  ci 1-5 6-10 ' 11-50 i"? 51-250 
If more than 1,000, how many? 

(round to the nearest 1,000) 
251-500 501-1,000 More than 

1,000 

If you are organized as a sole proprietorship, include yourself as an employee in your responses 
to Items S.A(l) and 5. B(2). I f  an employee performs more than one function, you should count 
that employee in each of your responses to Item 5. B ( l )  and 5. B(2). 

FORM ADV 
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Item 5 Information About Your Advisory Business (Continued) 1 
(3) Approximately how many firms or other persons solicit advisory clients on your behalf? 

@ O  1-5 6-10 ' 11-50 r: 51-250 
I f  more than 1,000, how many? 

(round to the nearest 1,000) 

I 
I 

I 

251-500 501-1,000 More than 
1,000 

I 

In  your response to Item 5.8(3), do not count any of your employees and count a firm only 
once -- do not count each of the firm's employees that solicit on your behalf. 

Clien k 1 

C. To approximately how many clients did you provide investment advisory services during your most- 
recently completed fiscal year? 

@ O  1-10 11-25 26-100 ' 101-250 
I f  more than 500, how many? 
(round to the nearest 500) 

251-500 ' More than 500 

I 
I 
I D. What types of clients do you have? Indicate the None Up 

11- 26- 51- More 
loolo 25% 50% 75% Than 

7 5 O/o 

' approximate percentage that each type of client to 
comprises of your total number of clients. 

Individuals (other than high net worth individuals) 

High net worth individuals 

Banking or thrift institutions 

Investment companies (including mutual funds) 

Pension and profit sharing plans (other than plan 
participants) 
Other pooled investment vehicles (e.g., hedge 
funds) 
Charitable organizations 

Corporations or other businesses not listed above 

State or municipal government entities 

Other: 

t;: r e1 r r r i  

The category "individuals" includes trusts, estates, 401 (k) plans and IRAs of individuals and their 
family members, but does not include businesses organized as sole proprietorships. 

Unless you provide advisory services pursuant to an investment advisory contract to an investment 
company registered under the Investment Company Act of 1940, check "None" in response to Item 
5. D(4). 
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:tern 5 Information About Your Advisory Business (Continued) 

romoensation Arranaemenb 

E. You are compensated for your investment advisory services by (check all that apply): 

li7 (1) A percentage of assets under your management 

li7 (2) Hourly charges 

(3) Subscription fees (for a newsletter or periodical) 

(4) Fixed fees (other than subscription fees) 

i-i (5) Commissions 

E (7) Other (specify): 

Assets Under Manaaement 

( 6 )  Performance-based fees 

YES NO 
F. (1) Do you provide continuous and regular supervisory or management services to E r ;  

securities portfolios? 
(2) I f  yes, what is the amount of your assets under management and total number of accounts? 

U.S. Dollar Amount Total Number of Accounts 
Discretionary: (a) $ 0 .OO (d) 0 
Non-Discretionary : (b) $ 0 -00 (e) 0 
Total: (c) $ 0 -00 (f) 0 

Part 1A Instruction 5.b. explains how to calculate your assets under management. You must 
follow these instructions carefully when completing this Item. 

Advisorv Activ itieg 

G. What type(s) of advisory services do you provide? Check all that apply. 

p (1) Financial planning services 

TJ; (2) Portfolio management for individuals and/or small businesses 

(3) Portfolio management for investment companies 

(4) Portfolio management for businesses or institutional clients (other than investment 
companies) 

r (5) Pension consulting services 

(6) Selection of other advisers 

Ifl (7) Publication of periodicals or newsletters 

https://crd.finra.org/Iad/Content/PrintHist/Adv022OO5~ages/crd~iad~AdvAllPages.aspx?. . . 8/17/20 1 2 
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r ( 8 )  Security ratings or pricing services 

r ( 9 )  Market timing services 

(10) Other (specify): 

Do not check Item 5,G(3)  unless you provide advisory services pursuant to an investment advisory 
contract to an investment company registered under the Investment Company Act of 1940. 
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item 5 Information About Your Advisory Business (Continued) 
H. If you provide financial planning services, to how many clients did you provide these services during 

your last fiscal year? 

1-10 'I 11-25 r: 26-50 I" 51-100 
I f  more than 500, how many? 

(round to the nearest 500) 
10 1 - 2 50 r: 251-500 More than 500 

I. I f  you participate in a wrap fee program, do you (check all that apply): 

(1) sponsor the wrap fee program ? 

(2) act as a portfolio manager for the wrap fee program? 

If you are a portfolio manager for a wrap fee program, list the names of the programs and their 
sponsors in Section 5.1(2) of Schedule D. 

I f  your involvement in a wrap fee program is limited to recommending wrap fee programs to your 
clients , or you advise a mutual fund that is offered through a wrap fee program, do not check 
either Item 5.1(1) or 5. I(2). 

-".---**-- p ~ r r ; * r u " ~ ~ w - - w * - -  ~ ~ ~ , ~ " ~ ~ " ~ ~ ~ , ~ - - ~ ~ ~ ~ ~ ~ ~ ~  

Rem 6 Other Business Activities 
I n  this Item, we request information about your other business activities. 

I 

A. You are actively engaged in business as a (check all that apply): 

(1) Broker-dealer 

(2) Registered representative of a broker-dealer 

(3) Futures commission merchant, commodity pool operator, or commodity trading advisor 

r: (4) Real estate broker, dealer, or agent 

cI: (6) Bank (including a separately identifiable department or division of a bank) 

(5) Insurance broker or agent 

(7) Other financial product salesperson (specify): 
YES NO 
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€3. (1) Are you actively engaged in any other business not listed in I tem 6.A. (other than 

(2) If yes, is this other business your primary business? 

i -@ 

r I;; 

giving investment advice)? 

I f  "yes, ' I  describe this other business on Section 6. B. of Schedule D. 
YES NO 
ci (3, (3) Do you sell products or provide services other than investment advice to your 

_ _ _ _ _ _ ^  - ~ 

advisory clients? 
I 111111111 _I_-________ I - - I " 1111 
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In this Item, we request information about your financial industry affiliations and activities. This 
information identifies areas in which conflicts of interest may occur between you and your clients. 

I tem 7 requires you to provide information about you and your related persons. Your related persons are 
all of your advisory affiliates and any person that is under common control with you. 

A. You have a related person that is a (check all that apply): 
(1) broker-dealer, municipal securities dealer, or government securities broker or dealer 
(2) investment company (including mutual funds) 
(3) other investment adviser (including financial planners) 

Iz. (4) futures commission merchant, commodity pool operator, or commodity trading advisor 
(5) banking or thrift institution 

I;i: (6) accountant or accounting firm 
F (7) lawyer or law firm 
n ( 8 )  insurance company or agency 

(9) pension consultant 
(10) real estate broker or dealer 
(11) sponsor or syndicator of limited partnerships 

If you checked Item 7.A(3), you must list on Section 7.A. of Schedule D all your related persons 
that are investment advisers. I f  you checked Item 7,A(1), you may elect to list on Section 7.A. of 
Schedule D all your related persons that are broker-dealers. If you choose to list a related broker- 
dealer, the IARD will accept a single Form U-4 to register an investment adviser representative who 
also is a broker-dealer agent ("registered rep") of that related broker-dealer. 

YES NO 

r i ?  €3. Are you or any related person a general partner in an investment-related limited 
partnership or manager of an investment-related limited liability company, or do you 

https://crd.finra.org/Iad/Content/PrintHist/Adv022OOS/Pages/crd~iad~AdvA11Pages.aspx?. . . 8/17/20 12 
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advise any other "private fund" as defined under SEC rule 203(b)(3)-1? 

If "yes, " for each limited partnership or limited liability company, or (if applicable) private 
fund, complete Section 7.6. of Schedule D. IC  however, you are an SEC-registered adviser 
and you have related persons that are SEC-reaistered advisers who are the general 
partners of limited partnerships or the managers of limited liability companies, you do not 
have to complete Section 7.6. of Schedule D with respect to those related advisers' limited 
partnerships or limited liability companies. 

To use this alternative procedure, you must state in the Miscellaneous Section of Schedule 
D: (1) that you have related SEC-registered investment advisers that manage limited 
partnerships or limited liability companies that are not listed in Section 7.6. of your 
Schedule D; (2) that complete and accurate information about those limited partnerships 
or limited liability companies is available in Section 7.6. of Schedule D of the Form ADVs of 
your related SEC-registered advisers; and (3) whether your clients are solicited to invest in 
any of those limited partnerships or limited liability companies. 

i 

ttem 8 Participation or Interest in Client Transactions 1 
I n  this Item, we request information about your participation and interest in your clients' transactions. 
Like I tem 7, this information identifies areas in which conflicts of interest may occur between you and 
your clients. 

Like I tem 7, I tem 8 requires you to provide information about you and your related persons. 
- -- -- - __I-I I - _ "  - ~ ~- - _ _  _ I  
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* I tem 8 Participation or Interest in Client Transactions (Continued) 

, ProDrietarv Interest in Client Transactions 

A. Do you or any related person: Yes No 

0 @I 
clients (principal transactions)? 

I;: r 
recommend to advisory clients? 

(3) recommend securities (or other investment products) to advisory clients in which you or C @ 
any related person has some other proprietary (ownership) interest (other than those 
mentioned in Items 8.A(1) or (2))? 

(1) buy securities for yourself from advisory clients, or sell securities you own to advisory 

(2) buy or sell for yourself securities (other than shares of mutual funds) that you also 

Sales Interest in Client Transactions 

B. Do you or any related person: Yes No 
C' @ (1) as a broker-dealer or registered representative of a broker-dealer, execute securities 

trades for brokerage customers in which advisory client securities are sold to or bought 
from the brokerage customer (agency cross transactions)? 

https://crd.finra.org/Iad/Content/PrintHist/Adv022005/Pages/crd~iad~AdvAllPages.aspx?. . . 8/17/20 12 
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(2) recommend purchase of securities to advisory clients for which you or any related C @  
person serves as underwriter, general or managing partner, or purchaser 
representative? 

related person has any other sales interest (other than the receipt of sales commissions 
as a broker or registered representative of a broker-dealer)? 

(3) recommend purchase or sale of securities to advisory clients for which you or any f @  

Investment or B rokeraae D iscretion 

C. Do you or any related person have discretionary authority to determine the: Yes No 
@ C  
F f  
f F 

0 1;: 

(1) securities to be bought or sold for a client's account? 

(2) amount of securities to be bought or sold for a client's account? 

(3) broker or dealer to be used for a purchase or sale of securities for a client's account? 

(4) commission rates to be paid to a broker or dealer for a client's securities transactions? 
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Rem-8 Participation or Interest in Went Transactions (Continued) 
D. Do you or any related person recommend brokers or dealers to clients? r ; :o 

Fl r' E. Do you or any related person receive research or other products or services other than 
execution from a broker-dealer or a third party in connection with client securities 
transactions? 

referrals? 
F. Do you or any related person, directly or indirectly, compensate any person for client c: a 

In responding to this Item 8. F., consider in your response all cash and non-cash 
compensation that you or a related person gave any person in exchange for client referrals, 
including any bonus that is based, at  least in part, on the number or amount of client 
referrals. 

w 

Item 9 Custody I 
I n  this Item, we ask you whether you or a related person has custody of client assets. I f  you are 
registering or registered with the SEC and you deduct your advisory fees directly from your clients' 
accounts but you do not otherwise have custody of your clients' funds or securities, you may answer "no" 
to I tem 9A.(1) and 9A.(2). 

A. Do you have custody of any advisory clients': 
(1) cash or bank accounts? 

(2) securities? 

(1) cash or bank accounts? 

(2) securities? 

dealer registered under Section 15 of the Securities Exchange Act of 1934? 

8. Do any of your related persons have custody of any of your advisory clients': 

C. I f  you answered "yes" to either Item 9.8(1) or 9.8(2), is that related person a broker- 

~ 
_ _ I  - _  11111 - 
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Rem 10 Control Persons 
I n  this Item, we ask you to identify every person that, directly or indirectly, controls you. 

I f  you are submitting an initial application, you must complete Schedule A and Schedule B. 
Schedule A asks for information about your direct owners and executive officers. Schedule B asks 
for information about your indirect owners. If this is an amendment and you are updating 
information you reported on either Schedule A or Schedule B (or both) that you filed with your 
initial application, you must complete Schedule C. 

YES NO 
c m  Does any person not named in I tem 1.A. or Schedules A, B, or C, directly or 

indirectly, control your management or policies? 
I f  yes, complete Section 1 0  of Schedule D. 

I ~ --- - I - __ -_ __^_ _ I  I-- - 
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Rem 11 Disclosure Information 
I n  this Item, we ask for information about your disciplinary history and the disciplinary history of all 
your advisory affiliates. We use this information to determine whether to grant your application for 
registration, to decide whether to revoke your registration or to place limitations on your activities as 
an investment adviser, and to identify potential problem areas to focus on during our on-site 
examinations. One event may result in "yes" answers to more than one of the questions below. 

Your advisory affiliates are: (1) all of your current employees (other than employees performing only 
clerical, administrative, support or similar functions); (2) all of your officers, partners, or directors (or 
any person performing similar functions); and (3) all persons directly or indirectly controlling you or 
controlled by you. If you are a "separately identifiable department or division" (SID) of a bank, see 
the Glossary of Terms to determine who your advisory affiliates are. 

If you are registered or registering with the SEC, you may limit your disclosure of any event listed in 
Item 11 to ten years following the date of the event. If you are registered or registering with a state, 
you must respond to the questions as posed; you may, therefore, limit your disclosure to ten years 
following the date of an event only in responding to Items 11 .A(l), 11 .A(2), 11. B(1), 11, B(2), 11. D 
(4), and 11 .H(l)(a). For purposes of calculating this ten-year period, the date of an event is the date 
the final order, judgment, or decree was entered, or the date any rights of appeal from preliminary 
orders, judgments, or decrees lapsed. 

You must complete the appropriate Disclosure Reporting Page ("DRP") for "yes" answers to the 
questions in this I tem 11. 

A. I n  the past ten years, have you or any advisory affiliate: 
For "ves" answers to the followina auestions. comdete a C riminal Action DRP: 

YES NO 
Ps E 

f 3  

(1) been convicted of or plead guilty or nolo contendere ("no contest") in a domestic, 

(2) been charged with any felony? 
foreign, or military court to any felony? 
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I f  you are registered or registering with the SEC, you may limit your response to Item 11 .A 
(2) to charges that are currently pending. 

8. I n  the past ten years, have you or any advisory affiliate: 
(1) been convicted of or plead guilty or nolo contendere ("no contest") in a domestic, r P  

foreign, or military court to a misdemeanor involving: investments or an investment- 
related business, or any fraud, false statements, or omissions, wrongful taking of 
property, bribery, perjury, forgery, counterfeiting, extortion, or a conspiracy to 
commit any of these offenses? 

(2) been charged with a misdemeanor listed in l l . B ( l ) ?  C @  

If you are registered or registering with the SEC, you may limit your response to Item 11. B 
(2) to charges that are curren tly pending. 
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s Item 11 Disclosure Information (Continued) 
For "ves" answers to the followina auestions. comdete a Reaulatorv Action DRP: 

C. Has the SEC or the Commodity Futures Trading Commission ( C F K )  ever: YES NO 
C P  
0 @! 

C @  

(1) found you or any advisory affiliate to have made a false statement or omission? 

(2) found you or any advisory affiliate to have been involved in a violation of SEC or 

(3) found you or any advisory affiliate to have been a cause of an investment-related 
C F K  regulations or statutes? 

business having its authorization to do business denied, suspended, revoked, or 
restricted? 

(4) entered an order against you or any advisory affiliate in connection with investment- 
related activity? 

( 5 )  imposed a civil money penalty on you or any advisory affiliate, or ordered you or any 
advisory affiliate to cease and desist from any activity? 

C, t? 

C) Ir: 

D. Has any other federal regulatory agency, any state regulatory agency, or any foreign 
financial regulatory authority: 
(1) ever found you or any advisory affiliate to have made a false statement or omission, C PI 

F ' P  

r i p  

or been dishonest, unfair, or unethical? 

investmen I-rela led reg u la t i ons or statutes? 

related business having its authorization to do business denied, suspended, revoked, 
or restricted? 

( 2 )  ever found you or any advisory affiliate to have been involved in a violation of 

(3) ever found you or any advisory affiliate to have been a cause of an investment- 

j 
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(4) in the past ten years, entered an order against you or any advisory affiliate in 
con nect ion with an in vestment-related activity ? 

(5) ever denied, suspended, or revoked your or any advisory affiliate's registration or 
license, or otherwise prevented you or any advisory affiliate, by order, from 
associating with an investment-related business or restricted your or any advisory 
affiliate 's activity ? 

E. Has any self-regulatory organization or commodities exchange ever: 
(1) found you or any advisory affiliate to have made a false statement or omission? 

(2) found you or any advisory affiliate to have been involved in a violation of its rules 
(other than a violation designated as a "minor rule violation" under a plan approved 
by the SEC)? 

( 3 )  found you or any advisory affiliate to have been the cause of an investment-related 
business having its authorization to do business denied, suspended, revoked, or 
restricted? 

advisory affiliate from membership, barring or suspending you or the advisory 
affiliate from association with other members, or otherwise restricting your or the 
advisotv affiliate's activities? 

(4) disciplined you or any advisory affiliate by expelling or suspending you or the 

-___-I___I___ I II ~ - - -- - __ I -- -- - -- - -Î_ -__^ - _ _  
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ttem 11 Disclosure Information (Continued) I 

YES NO 
r YZ 

C fi 

F. Has an authorization to act as an attorney, accountant, or federal contractor granted to 
you or any advisory affiliate ever been revoked or suspended? 

G. Are you or any advisory affiliate now the subject of any regulatory proceeding that could 
result in a "yes" answer to any part of Item 11.C., 11.D., or 11.E.? 

For "ves" answers to the followina auestions. comdete a Civil Judicial Action DRP: 
H. (1) Has any domestic or foreign court: YES NO 

(a) in the past ten years, enjoined you or any advisory affiliate in connection with 

(b) ever found that you or any advisory affiliate were involved in a violation of 

c t 3  

t2 e 
ri fi 

any investment-related activity? 

investment-related statutes or regulations? 
(c) ever dismissed, pursuant to a settlement agreement, an investment-related civil 

action brought against you or any advisory affiliate by a state or foreign financial 
regulatory authority? 

(2) Are you or any advisory affiliate now the subject of any civil proceeding that could r I;: 

- result in a "yes" answer to any part of I tem l l . H ( l ) ?  
. . - - * ~ u l - ( u T u * - - * ~  --- *-Bw.Bw**-*M 

Rem 12 Small Businesses I 
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The SEC is required by the Regulatory Flexibility Act to consider the effect of its regulations on small 
entities. I n  order to do this, we need to determine whether you meet the definition of "small business" 
or "small organization" under rule 0-7. 

Answer this I tem 12 only if you are registered or registering with the SEC and you indicated in response 
to I tem S.F(2)(c) that you have assets under management of less than $25 million. You are not required 
to answer this I tem 12 if you are filing for initial registration as a state adviser, amending a current 
state registration, or switching from SEC to state registration. 
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Item 12 Small Businesses (Continued) 
1 For purposes of this I tem 12 only: 

Total Assets refers to the total assets of a firm, rather than the assets managed on behalf of 
clients. I n  determining your or another person's total assets, you may use the total assets shown 
on a current balance sheet (but use total assets reported on a consolidated balance sheet with 
subsidiaries included, if that amount is larger). 
Control means the power to direct or cause the direction of the management or policies of a 
penon, whether through ownership of securities, by contract, or otherwise. Any person that 
directly or indirectly has the right to vote 25 percent or more of the voting securities, or is 
entitled to 25 percent or more of the profits, of another person is presumed to control the other 
person. 

YES NO 
C: r'3: A. Did you have total assets of $5 million or more on the last day of your most recent fiscal 

year? 
If "yes," you do not need to answer Items 12.8. and 12.C. 
8. Do you: 

(1) control another investment adviser that had assets under management of $25 million rl: 0 

f c :  
or more on the last day of its most recent fiscal year? 

million or more on the last day of its most recent fiscal year? 
(2) control another person (other than a natural person) that had total assets of $5 

C. Are you: 
(1) controlled by or under common control with another investment adviser that had r: r: 

assets under management of $25 million or more on the last day of its most recent 
fiscal year? 

person) that had total assets of $5 million or more on the last day of its most recent 
fiscal year? 

(2) controlled by or under common control with another person (other than a natural O f  

~ - _  __ I 1111 11111 I I __ ___- __ - - - _ -  

FORM ADV 
UNIFORM APPLICATION FOR INVESTMENT ADVISER REGISTRATION 
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Primary Business Name: DIVERSIFIED FINANCIAL PLANNERS, LLC 

ADV - State Initial, Part lB, Page 1 
5/26/2010 4:22:14 PM 

CRD Number: 153935 

Rev. 02/2005 

You must complete this Part 1B only if you are applying for registration, or are registered, as an 
investment adviser with any of the state securities authorities. 

Complete this I tem 1 if you are submitting an initial application for state registration or requesting 
additional state registration(s). Check the boxes next to the states to which you are submitting this 
application. I f  you are already registered with at least one state and are applying for registration with 
an additional state or states, check the boxes next to the states in which you are applying for 
registration. Do not check the boxes next to the states in which you are currently registered or where 
you have an application for registration pending. 

AL 

AK 

AZ 

r* AR 

CA 

co 
m a -  
It: DE 

IT; DC 

I D  

r I L  

IN  

I A  

r; KS 

KY 

= L A  

ME 

MD 

!'"? FL MA 

Tc- M I  

MN 

MS 

MO 

MT 

NE 

NV 

NH 

NJ 

E NM 

NY 

r; NC 

E PA 

E PR 

c: RI 

sc 
SD 

TN 

TX 

ca UT 

ND 

Tc- OH VA 

OK 

OR 

r; WA 

r* wv 

Part 1B Item 2 - Additional Information 
A. Person responsible for supervision and compliance: 

Name: 
RICHARD M. SCHMERMAN 
Title: 
MEMBER 
Telephone : 

Number and Street 1: 
5312 NORTH 12TH STREET 
City: State: 
PHOENIX AZ 

602-224-6040 
Fax: 
602-266-5307 

Number and Street 2: 
SUITE 301 
Country: ZIP+4/Postal Code: 
UNITED STATES 85014 

https ://crd. finra. org/Iad/Content/PrintHist/Adv022005IPages/crd~iad~AdvA11Pages . aspx?. . , 8/17/20 12 



IARD - ADV All Pages - Dev [User Name: khoule, OrgID: 5001 11 Page 18 of 31 

Email address, if available: 
DFINANCIAL@AOL.COM 

I f  this address is a private residence, check this box: r 
8. Bond/Capital Information, if required by your home state. 

(1) Name of Issuing Insurance Company: 

(2) Amount of Bond: 

(3) Bond Policy Number: 
$ .oo 

i (4) I f  required by your home state, are you in compliance with your home state's minimum 
i 

-- I I 1111111 ~- I___-__ ~ _I - capita I requirements? 
_I_ I I 

FORM ADV 

Yes No 
c: E 

I" . 

UNIFORM APPLICATION FOR INVESTMENT ADVISER REGISTRATION 

Primary Business Name: DIVERSIFIED FINANCIAL PLANNERS, LLC 

ADV - State Initial, Part lB,  Page 2 
5/26/2010 4:22:14 PM 

CRD Number: 153935 

Rev. 02/2005 

1111 - I I -~ - - - -  ~ ~ - - _ ^ _ _ _ _  I - _ _ ~ I I -  I 

Part 18 Item 2 - Additional Information (Continued) 

For "yes" answers to the following question, complete a Bond DRP. 

For "yes" answers to the following question, complete a Judgment/Lien DRP: 

For "yes" answers to the following questions, complete an Arbitration DRP: 

C. Has a bonding company ever denied, paid out on, or revoked a bond for you? 

D. Do you have any unsatisfied judgments or liens against you? 

E. Are you, any advisory affiliate, or any management person currently the subject of, or 
have you , any advisory affiliate, or any management person been the subject of, an 
arbitration claim alleging damages in excess of $2,500, involving any of the following: 
(1) any investment or an investment-related business of activity? 

(2) fraud, false statement, or omission? 

(3) theft, embezzlement, or other wrongful taking of property? 

(4) bribery, forgery, counterfeiting, or extortion? 

(5) dishonest, unfair, or unethical practices? 

F. Are you, any advisory affiliate, or any management person currently subject to, or have 
you, any advisory affiliate, or any management person been found liable in, a civil, se/f- 
regulatory organization, or administrative proceeding involving any of the following: 
(1) an investment or investment-related business or activity? 

( 2 )  fraud, false statement, or omission? 

(3) theft, embezzlement, or other wrongful taking of property? 

(4) bribery, forgery, counterfeiting, or extortion? 

(5) dishonest, unfair, or unethical practices? 

For "yes" answers to the following questions, complete a Civil Judicial Action DRP: 

https://crd.finra.org/Iad/Content/PrintHist/AdvO22005/Pages/crd_iad_AdvA11Pages.aspx?. . . 
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G. Other Business Activities 

(1) You are actively engaged in business as a(n) (check all that apply): 

Attorney 

Certified Public Accountant 

Tax Preparer 
~ _ I  _-_- lllll_ _______- - -  

FORM ADV 
UNIFORM APPLICATION FOR INVESTMENT ADVISER REGISTRATION 

Primary Business Name: DIVERSIFIED FINANCIAL PLANNERS, LLC 

ADV - State Initial, Part lB, Page 3 
5/26/2010 4:22:14 PM 

CRD Number: 153935 

Rev. 02/2005 

_ -  ~ - -~ ___I ~ _ I  __ 
Dart 1B Item 2 - Additional Information (Continued) I 

(2) I f  you are actively engaged in any business other than those listed in I tem 6.A of Part 1A or I tem 
2.G(1) of Part 18, describe the business and the approximate amount of time spent on that 
business: 

H. I f  you provide financial planning services, the investments made based on those services at the end 
of your last fiscal year totaled: 

Securities Non -Secu ri ties 
Investments Investments 

Under $100,000 F o 
$100,001 to $500,000 r c 
$500,001 to $1,000,000 r r: 
$1,000,001 to $2,500,000 r P 

$2,500,001 to $5,000,000 r r 
More than $5,000,000 r c 

I f  securities investments are over $5,000,000, how much? (round to the nearest $1,000,000) 
I f  non-securities investments are over $5,000,000, how much? (round to the nearest $1,000,000) 

Yes No 
I. Custody 

(1) Do you withdraw advisory fees directly from your clients' accounts? I f  you answered o n  
"yes", respond to the following: 
(a) Do you send a copy of your invoice to the custodian or trustee at the same time that F P 

i?r 

Q C' 

0 i? 

you send a copy to the client? 

disbursements for the custodian account, including the amount of the advisory fees? 

(c) Do your clients provide written authorization permitting you to be paid directly for 
their accounts held by the custodian or trustee? 

(b) Does the custodian send quarterly statements to your clients showing all 

( 2 )  Do you act as a general partner for any partnership or trustee for any trust in which 
your advisory clients are either partners of the partnership or beneficiaries of the trust? 
If you answered "yes", respond to the following: 

https://crd.finra.org/Iad/Content/PrintHist/AdvO22OO5~ages/crd~iad~AdvAllPages.aspx?. . . 8/17/20 1 2 
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(a) As the general partner of a partnership, have you engaged an attorney or an o r :  
independent certified public accountant to provide authority permitting each direct 
payment or any transfer of funds or securities from the partnership account? 

(3) Do you require the prepayment of fees of more than $500 per client and for six months C t? 

~ 1111 111 I __________ -- - - or more in advance? 
- -- I _ _ - _  _ _ ~ - _ _ -  

FORM ADV 
UNIFORM APPLICATION FOR INVESTMENT ADVISER REGISTRATION 

Primary Business Name: DIVERSIFIED FINANCIAL PLANNERS, LLC 

ADV - State Initial, Part lB, Page 4 
5/26/2010 4:22:14 PM 

CRD Number: 153935 

Rev. 02/2005 

, Part 1B Item 2 - Additional Information (Continued) 

I 3. I f  you are organized as a sole proprietorship, please answer the following: 
(1) (a) Have you passed, on or after January 1, 2000, the Series 65 examination? 

(b) Have you passed, on or after January 1, 2000, the Series 66 examination and also 
passed, at any time, the Series 7 examination? 

I f  "no", you do not need to answer Item 2.J(2)(6). 

following credential : 

(2) (a) Do you have any investment advisory professional designations? 

(b) I have earned and I am in good standing with the organization that issued the 

If: Certified Financial Planner (TFP'') 

Chartered Financial Analyst ("CFA") 

Chartered Financial Consultant (ThFC") 

r; Chartered Investment Counselor (TIC")  

Personal Financial Specialist ("PFS") 

r? None of the above 
(3) Your Social Security Number: 

I 

Yes No 

f i c  

FORM ADV 
UNIFORM APPLICATION FOR INVESTMENT ADVISER REGISTRATION 

Primary Business Name: DIVERSIFIED FINANCIAL PLANNERS, LLC 

ADV-State Initial, Part 2 

5/26/2010 4:22:14 PM 

CRD Number: 153935 

Rev. 02/2005 

Amend, retire or file new brochures: 

,Brochure Name 
FORM ADV PART I1 5.26.10 

I______ 1-11111 ~ - - - ~ - 1 1 1 1 1 1 1 1 1 1  I I  

I 
' 

.I t Brochure _ _  - Type(s) - --I 

' I nd ivid ua Is, Pension pla ns/prof it 
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FORM ADV 
UNIFORM APPLICATION FOR INVESTMENT ADVISER REGISTRATION 

Primary Business Name: DIVERSIFIED FINANCIAL PLANNERS, LLC 

ADV - State Initial, SCHEDULE A 
5/26/2010 4:22:14 PM 

CRD Number: 153935 

Rev. 02/2005 

:orm ADV, Schedule A 
Direct Owners and Executive Officers 
1. Complete Schedule A only if you are submitting an initial application. Schedule A asks for 

information about your direct owners and executive officers. Use Schedule C to amend this 
information. 

2. Direct Owners and Executive Officers. List below the names of: 
(a) each Chief Executive Officer, Chief Financial Officer, Chief Operations Officer, Chief Leg& fficer, 

Chief Compliance Officer(Chief Compliance Officer is required and cannot be more than one 
individual), director, and any other individuals with similar status or functions; 

if you are organized as a corporation, each shareholder that is a direct owner of 5% or more of a 
class of your voting securities, unless you are a public reporting company (a company subject to 
Section 12 or 15(d) of the Exchange Act); 

(b) 

Direct owners include any person that owns, beneficially owns, has the right to vote, or has the 
power to sell or direct the sale of, 5% or more of a class of your voting securities. For purposes 
of this Schedule, a person beneficially owns any securities: (i) owned by his/her child, stepchild, 
grandchild, parent, stepparent, grandparent, spouse, sibling, mother-in-law, father-in-law, son- 
in-law, daughter-in-law, brother-in-law, or sister-in-law, sharing the same residence; or (ii) that 
he/she has the right to acquire, within 60 days, through the exercise of any option, warrant, or 
right to purchase the security. 

(c) if you are organized as a partnership, 

(d) in the case of a trust that directly owns 5% or more of a class of your voting securities, or that 

general partners and those limited and special partners 
that have the right to receive upon dissolution, or have contributed, 5% or more of your capital; 

has the right to receive upon dissolution, or has contributed, 5% or more of your capital, the 
trust and each trustee; and 

(e) if you are organized as a limited liability company ("LLC"), (i) those members that have the right 
to receive upon dissolution, or have contributed, 5% or more of your capital, and (ii) if managed 
by elected managers, all elected managers. 

3' Do you have any indirect owners to be reported on Schedule B? 
4. I n  the DE/FE/I column below, enter "DE" if the owner is a domestic entity, "FE" if the owner is an 

entity incorporated or domiciled in a foreign country, or "I" if the owner or executive officer is an 
individual. 

5. Complete the Title or Status column by entering board/management titles; status as partner, 
trustee, sole proprietor, elected manager, shareholder, or member; and for shareholders or 
members, the class of securities owned (if more than one is issued). 

Yes ' No 

6. Ownership codes NA - less than 5% B - 10% but less than D - 50% but less than 
are: 25% 75% 

A - 5% but less than C - 25% but less than E - 75% or more 
10% 5 0 O/o 

https://crd.finra.org/Iad/Content/PrintHist/Adv022005/Pages/crd~iad~AdvA11Pages.aspx?. . . 8/17/20 1 2 
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7. (a) I n  the Control Person column, enter "Yes" if the person has control as defined in the Glossary of 
Terms to Form ADV, and enter "No" if the person does not have control. Note that under this 
definition, most executive officers and all 25% owners, general partners, elected managers, and 
trustees are control persons. 

(b) I n  the PR column, enter "PR" if the owner is a public reporting company under Sections 12 or 15 
(d) of the Exchange Act. 

(c) Complete each column. __ I - __ - -_ ~I - I I ____ - I __ _I_ ___ --I 

FULL LEGAL NAME DE/FE/I Title or Date Title or Ownership Control PR CRD No. I f  None: 
(Individuals: Last Status Status Code Person S.S. No. and Date 
Name, First Name, Acquired of Birth, IRS Tax 
Middle Name) MM/YYYY No., or Employer I D  

SCHMERMAN, I MEMBER 05/2010 E Y N 1302988 
RICHARD, MARK 

No. 

- ~~~~~~ ~~~~~~ 

FORM ADV 
UNIFORM APPLICATION FOR INVESTMENT ADVISER REGISTRATION 

Primary Business Name: DIVERSIFIED FINANCIAL PLANNERS, LLC 

ADV - State Initial, SCHEDULE B 
5/26/2010 4:22:14 PM 

CRD Number: 153935 

Rev. 02/2005 

I i 1- __I----__-- I _̂-- I -̂ _-- - __--__ ~I I II - _ _ _ - ~  
:orm ADV, Schedule B 
Indirect Owners 
1. Complete Schedule B only if you are submitting an initial application. Schedule B asks for 

information about your indirect owners; you must first complete Schedule A, which asks for 
information about your direct owners. Use Schedule C to amend this information. 

below: 
(a) in the case of an owner that is a corporation, each of its shareholders that beneficially owns, has 

2. Indirect Owners. With respect to each owner listed on Schedule A (except individual owners), list 

the right to vote, or has the power to sell or direct the sale of, 25% or more of a class of a 
voting security of that corporation; 

For purposes of this Schedule, a person beneficially owns any securities: (i) owned by his/her 
child, stepchild, grandchild, parent, stepparent, grandparent, spouse, sibling, mother-in-law, 
father-in-law, son-in-law, daughter-in-law, brother-in-law, or sister-in-law, sharing the same 
residence; or (ii) that he/she has the right to acquire, within 60 days, through the exercise of 
any option, warrant, or right to purchase the security. 

partners that have the right to receive upon dissolution, or have contributed, 25% or more of 
the partnership's capital; 

(b) in the case of an owner that is a partnership, a!! general partners and those limited and special 

(c) in the case of an owner that is a trust, the trust and each trustee; and 
(d) in the case of an owner that is a limited liability company ("LLC"), (i) those members that have 

the right to receive upon dissolution, or have contributed, 25% or more of the LLC's capital, and 
(ii) if managed by elected managers, all elected managers. 

3. Continue up the chain of ownership listing all 25% owners at each level. Once a public reporting 
company (a company subject to Sections 12 or 15(d) of the Exchange Act) is reached, no further 
ownership information need be given. 

https://crd.finra.org/Iad/Content/PrintHist/Adv022005/Pages/crd_iad_AdvA11Pages.aspx?. . . 8/17/20 12 
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4. I n  the DE/FE/I column below, enter "DE" if the owner is a domestic entity, "FE" if the owner is an 
entity incorporated or domiciled in a foreign country, or "I" if the owner is an individual. 

5. Complete the Status column by entering the owner's status as partner, trustee, elected manager, 
shareholder, or member; and for shareholders or members, the class of securities owned (if more 
than one is issued). 

6. Ownership codes C - 25% but less than E - 75% or more 
are: 5 0 '10 

D - 50% but less than 
7 5% manager) 

F - Other (general partner, trustee, or elected 

7. (a) I n  the Control Person column, enter "Yes" if the person has control as defined in the Glossary of 
Terms to Form ADV, and enter "No" if the person does not have control. Note that under this 
definition, most executive officers and all 25% owners, general partners, elected managers, and 
trustees are control persons. 

(b) I n  the PR column, enter "PR" if the owner is a public reporting company under Sections 12 or 15 
(d) of the Exchange Act. 

(c) Complete each column. - -  - ______^ - I I - ~I 111 ---_ __I_^__ - 
No Indirect OwnerInformation Filed 

FORM ADV 
UNIFORM APPLICATION FOR INVESTMENT ADVISER REGISTRATION 

Primary Business Name: DIVERSIFIED FINANCIAL PLANNERS, LLC 

ADV - State Initial, SCHEDULE C 
5/26/2010 4:22:14 PM 

CRD Number: 153935 

Rev. 02/2005 

'arm ADV, Schedule C 
Amendments to Schedules A and B 
1. Use Schedule C only to amend information requested on either Schedule A or Schedule 8. Refer to 

Schedule A and Schedule B for specific instructions for completing this Schedule C. Complete each 
column. 

information about the same person). 

are: 5 '/o than 50% or elected member) 

2. I n  the Type of Amendment column, indicate "A" (addition), "D" (deletion), or "C" (change in 

3. Ownership codes NA - less than C - 25% but less G - Other (general partner, trustee, 

A - 5% but less 
than 10% than 75% 
B - 10% but less 
than 25% 

D - 50% but less 

E - 75% or more 

-1 I 

4. List below all changes to Schedule A (Direct Owners and Executive Officers): 

5. 

___ - -- - II 

_ _ _ _ _  __ NO Changes to Direct _^I I____ Owner __I - / Executive - I ~  Officer - Information Filed - 

I 11111111 

List below all changes to Schedule B (Indirect Owners): 
I l _ l  -_- 111 _ _ l l l  - ~ I I __-_ - I 

-"-u--%#ssB"M ---*--* 
No Changes to Indirect Owner Information Filed 

FORM ADV 
UNIFORM APPLICATION FOR INVESTMENT ADVISER REGISTRATION 

**"&. L *** *  *--*_I ***s---p--"*-- - ~ - = ~ ~ ~ ~  

Primary Business Name: DIVERSIFIED FINANCIAL PLANNERS, LLC CRD Number: 153935 
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ADV - State Initial, SCHEDULE D Page 1 
5/26/2010 4:22:14 PM 

Rev. 02/2005 

I Form ADV, Schedule D Page 1 
Certain items in Part 1A of Form ADV require additional information on Schedule D. Use this Schedule D 
Page 1 to report details for items listed below. Report only new information or changeshpdates to 
previously submitted information. Do not repeat previously submitted information. 

Section l.B. Other Business Names 

I List your other business names and the jurisdictions in which you use them. You must complete a 
1 separate Schedule D for each business name. 

No Information Filed 

- I ~ -  " - - - _ ^ _ _ _ _ I  1-11 -- 

Section 1.F. Other Offices 

Complete the following information for each office, other than your principal office and place of 
business, at which you conduct investment advisory business. You must complete a separate Schedule 
D Page 1 for each location. I f  you are applying for registration, or are registered, only with the SEC, list 
only the largest five (in terms of numbers of employees). 

i 

I 

No Information Filed 8 1  i 

_I_ I I ~ I _ _ _ _  - -  
I 

' Section 1.1. W 

1 List your World Wide Web site addresses. You must complete a separate Schedule D for each World 
I 

;Wide Web site address. 

No Information Filed 

Section l.K. Locations of Books and Records 

Complete the following information for each location at which you keep your books and records, other 
8 than your principal office and place of business. You must complete a separate Schedule D Page 1 for 

I 

I ' each location. 

I 
No Information Filed 1 

FORM ADV 
UNIFORM APPLICATION FOR INVESTMENT ADVISER REGISTRATION 

Primary Business Name: DIVERSIFIED FINANCIAL PLANNERS, LLC 

ADV - State Initial, SCHEDULE D, Page 2 
5/26/2010 4:22:14 PM 

CRD Number: 153935 

Rev. 02/2005 
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'orm ADV, Schedule D Page 2 
Ise this Schedule D Page 2 to report details for items listed below. Report only new information or 
hanges/updates to previously submitted information. Do not repeat previously submitted information. 

_ I - I I  -- I I I 111 

Section 1.L. Registration with Foreign Financia 

List the name, in English, of each foreign financial regulatory authority and country with which you are 
registered. You must complete a separate Schedule D Page 2 for each foreign financial regulatory 
authority with whom you are registered. 

No Information Filed 

Eection 2.A(7) Affdiated Adviser 

I f  you are relying on the exemption in rule 203A-2(c) from the prohibition on registration because you 
control, are controlled by, or are under common control with an investment adviser that is registered 
with the SEC and your principal office and place of business is the same as that of the registered 
adviser, provide the following information: 

Name of Registered Investment Adviser 

CRD Number of Registered Investment Adviser (if any) 

SEC Number of Registered Investment Adviser 
801- 

- - --_ _I__ 

Section 2.A(8) New1 er 

I f  you are relying on rule 203A-2(d), the newly for 
registration, you are required to make certain representations about your eligibility for SEC 
registration. By checking the appropriate boxes, you will be deemed to have made the required 
representations. You must make both of these representations: 

from the prohibition on 

Ci I am not registered or required to be registered with the SEC or a state securities authority and I 
have a reasonable expectation that I will be eligible to register with the SEC within 120 days 
after the date my registration with the SEC becomes effective. 

r I undertake to withdraw from SEC registration if, on the 120th day after my registration with the 
SEC becomes effective, I would be prohibited by Section 203A(a) of the Advisers Act from 
registering with the SEC. - - __I___ -I ___  ___ _ ^ - _  - -  

-I - - - I_ I _  __- -- -- 

Section 2.A(9) Multi-State Adviser 

I f  you are relying on rule 203A-2(e), the multi-stat the prohibition on 
registration, you are required to make certain representations about your eligibility for SEC 
registration. By checking the appropriate boxes, you will be deemed to have made the required 
representations. 

https://crd.finra.org/Iad/Content/PrintHist/AdvO22005/Pages/crd~iad~AdvA11Pages.aspx?. . . 8/17/20 12 
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I f  you are applying for registration as an investment adviser with the SEC, you must make both of 
these representations: 

I have reviewed the applicable state and federal laws and have concluded that I am required by 
the laws of 30 or more states to register as an investment adviser with the securities authorities 
in those states. 
I undertake to withdraw from SEC registration if I file an amendment to this registration 
indicating that I would be required by the laws of fewer than 25 states to register as an 
investment adviser with the securities authorities of those states. 

I f  you are submitting your annual updating amendment, you must make this representation: 

F Within 90 days prior to the date of filing this amendment, I have reviewed the applicable state 
and federal laws and have concluded that I am required by the laws of at least 25 states to 
register as an investment adviser with the securities authorities in those states. 

-p---p*w -w I*y*x-I I =-----".*** -ulilu(4yu-I 

FORM ADV 
UNIFORM APPLICATION FOR INVESTMENT ADVISER REGISTRATION 

Primary Business Name: DIVERSIFIED FINANCIAL PLANNERS, LLC 

ADV - State Initial, SCHEDULE D, Page 3 
5/26/2010 4:22:14 PM 

CRD Number: 153935 

Rev. 02/2005 

'orm ADV, Schedule D Page 3 
Ise this Schedule D Page 3 to report details for items listed below. Report only new information or 
hanges/updates to previously submitted information. Do not repeat previously submitted information. 

1 

- 11111 " I ~- - I I-I___ 

Section 4 Successions 

Complete the following information if you are succeeding to the business of a currently-registered 
investment adviser. If you acquired more than one firm in the succession you are reporting on this Form 
ADV, you must complete a separate Schedule D Page 3 for each acquired firm. See Part 1A Instruction 
4. 

No Information Filed 

-- __-_^ ~ I - -  

Section 5.1(2) Wrap fee 

I f  you are a portfolio manager for one or more wrap fee programs, list the name of each program and 
its sponsor. You must complete a separate Schedule D Page 3 for each wrap fee program for which you 
are a portfolio manager. 

https://crd .finra.org/Iad/ContenYPrintHis~AdvO22OO5~ages/crd~iad~AdvAllPages.aspx?... 8/17/2012 

https://crd


IARD - ADV All Pages - Dev [User Name: khoule, OrgID: 5001 11 Page 27 of 3 1 

I No Information Filed 

Section 6.B. Description of Primary Business 

No Information Filed 

- - _  .I I __-_ -- -- - __ - I l_ll_ll 

Section 7.A. Affiliated Investment Advisers and Broker-Dealers 

You MUST complete the following information for each investment adviser with whom you are affiliated. 
You MAY complete the following information for each broker-dealer with whom you are affiliated. You 
must complete a separate Schedule D Page 3 for each listed affiliate. 

i 

No Information Filed I 

I - --xpp -- -l_ll-- --*** *- 

FORM ADV 
UNIFORM APPLICATION FOR INVESTMENT ADVISER REGISTRATION 

Primary Business Name: DIVERSIFIED FINANCIAL PLANNERS, LLC 

ADV - State Initial, SCHEDULE D, Page 4 
5/26/2010 4:22:14 PM 

CRD Number: 153935 

Rev. 02/2005 

1 
1 orm ADV, Schedule D Page 4 

Ise this Schedule D Page 4 to report details for items listed below. Report only new information or 
hanges/updates to previously submitted information. Do not repeat previously submitted information. 

Section 7.8. Limited Partnership Participation or Other P 

You must complete a separate Schedule D Page 4 for each limi 
person is a general partner, each limited liability company for which you or a related person is a 
manager, and each other private fund that you advise. 

Fund Participation 

nership in which you or a related , 
1 

No Information Filed 

Section 10 Control Persons 

You must complete a separate Schedule D Page 4 for each control person not named in Item l.A. or 1 
I Schedules A, 8, or C that directly or indirectly controls your management or policies. 

No Information Filed 

FORM ADV 
UNIFORM APPLICATION FOR INVESTMENT ADVISER REGISTRATION 

https ://crd. finra. org/Iad/Content/PrintHistdv022005/Pages/crd~iad~AdvA11Pages. aspx?, . . 8/ 1 7/20 1 2 
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Primary Business Name: DIVERSIFIED FINANCIAL PLANNERS, LLC 

ADV - State Initial, SCHEDULE 0, Page 5 
5/26/2010 4:22:14 PM 

CRD Number: 153935 

Rev. 02/2005 

--1 - _ ^ _ _ _  ~- ~ - I I____ I _ "  lll___- l l l ~ _ _  - -~ ~~ 

Form ADV, Schedule D Page 5 
Use this Schedule D Page 5 to report details for items listed below. Report only new information or 

j changes/updates to previously submitted information. Do not repeat previously submitted information. 

l Schedule D - Miscellaneous 

 YOU may use the space below to explain a response to an I tem or to provide any other information. 

I 

I 

\ 

-ly *-1_-1_ ~ ~ ~ ~ - - - - ~ " ~ ~ - ~ * - - ~ - ~ -  -PI" *I-x*- I *pm--*M-." 

FORM ADV 
UNIFORM APPLICATION FOR INVESTMENT ADVISER REGISTRATION 

Primary Business Name: DIVERSIFIED FINANCIAL PLANNERS, LLC 

ADV - State Initial, DRP Pages 
5/26/2010 4:22:14 PM 

CRD Number: 153935 

Rev. 02/2005 

Primary Business Name: DIVERSIFIED FINANCIAL PLANNERS, LLC 

ADV - State Initial, Execution Pages 
5/26/2010 4:22:14 PM 

CRD Number: 153935 

Rev. 02/2005 

f 
I ! DOMESTIC I N  
I 
You must complete the following Execution Page to Form ADV. This execution page must be signed and 

I 
attached to your initial application for SEC registration and all amendments to  registration. 

I 

1 
I 

Appointment of Agent for Service of Process I 

https ://crd. finra. org/Iad/Content/PrintHistdv022005/Pages/crd~iad~AdvA11Pages. aspx?, . . 8/ 1 7/20 1 2 
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By signing this Form ADV Execution Page, you, the undersigned adviser, irrevocably appoint the Secretary 
of State or other legally designated officer, of the state in which you maintain your principal office and 
place ofbusiness and any other state in which you are submitting a notice filing, as your agents to receive 
service, and agree that such persons may accept service on your behalf, of any notice, subpoena, 
summons, order instituting proceedings, demand for arbitration, or other process or papers, and you 
further agree that such service may be made by registered or certified mail, in any federal or state action, 
administrative proceeding or arbitration brought against you in any place subject to the jurisdiction of the 
United States, if the action, proceeding or arbitration (a) arises out of any activity in connection with your 
investment advisory business that is subject to the jurisdiction of the United States, and (b) is founded, 
directly or indirectly, upon the provisions of: (i) the Securities Act of 1933, the Securities Exchange Act of 
1934, the Trust Indenture Act of 1939, the Investment Company Act of 1940, or the Investment Advisers 
Act of 1940, or any rule or regulation under any of these acts, or (ii) the laws of the state in which you 
maintain your principal office and place of business or of any state in which you are submitting a notice 
filing. 

Signature 

I, the undersigned, sign this Form ADV on behalf of, and with the authority of, the investment adviser. 
The investment adviser and I both certify, under penalty of perjury under the laws of the United States of 
America, that the information and statements made in this ADV, including exhibits and any other 
information submitted, are true and correct, and that I am signing this Form ADV Execution Page as a free 
and voluntary act. 

I certify that the adviser's books and records will be preserved and available for inspection as required by 
law. Finally, I authorize any person having custody or possession of these books and records to make 
them available to federal and state regulatory representatives. 

Signature: Date: MM/DD/YYYY 
RICHARD MARK SCHMERMAN 

Printed Name: Title: 
RICHARD MARK SCHMERMAN MEMBER 
Adviser CRD Number: 
153935 

NOWRESIDENT I NVESTM EN1 ADVISER 

0 5/2 5/20 10 

-# 

You must complete the following Execution Page to Form ADV. This execution page must be signed and 
sttached to your initial application for SEC registration and all amendments to registration. 

1. Appointment of Agent for Service of Process 

3y signing this Form ADV Execution Page, you, the undersigned adviser, irrevocably appoint each of the 
Secretary of the SEC, and the Secretary of State or other legally designated officer, of any other state in 
Nhich you are submitting a notice filing, as your agents to receive service, and agree that such persons 
nay accept service on your behalf, of any notice, subpoena, summons, order instituting proceedings, 
jemand for arbitration, or other process or papers, and you further agree that such service may be made 
>y registered or certified mail, in any federal or state action, administrative proceeding or arbitration 
xought against you in any place subject to the jurisdiction of the United States, if the action, proceeding, 
>r arbitration (a) arises out of any activity in connection with your investment advisory business that is 
subject to the jurisdiction of the United States, and (b) is founded, directly or indirectly, upon the 

https://crd.finra.org~aad/Content/PrintHistAdv022005/Pages/crd~iad~AdvA11Pages.aspx?. .. 8/17/20 12 
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irovisions of: (i) the Securities Act of 1933, the Securities Exchange Act of 1934, the Trust Indenture Act 
if 1939, the Investment Company Act of 1940, or the Investment Advisers Act of 1940, or any rule or 
.egulation under any of these acts, or (ii) the laws of any state in which you are submitting a notice filing. 

2. Appointment and Consent: Effect on Partnerships 

:f you are organized as a partnership, this irrevocable power of attorney and consent to service of process 
M i l l  continue in effect if any partner withdraws from or is admitted to the partnership, provided that the 
admission or withdrawal does not create a new partnership. If the partnership dissolves, this irrevocable 
iower of attorney and consent shall be in effect for any action brought against you or any of your former 
iartners. 

3 .  Non-Resident Investment Adviser Undertaking Regarding Books and Records 

3y signing this Form ADV, you also agree to provide, at your own expense, to the U.S. Securities and 
fxchange Commission at its principal office in Washington D.C., at any Regional or District Office of the 
zommission, or at any one of its offices in the United States, as specified by the Commission, correct, 
xrrent, and complete copies of any or all records that you are required to maintain under Rule 204-2 
Jnder the Investment Advisers Act of 1940. This undertaking shall be binding upon you, your heirs, 
juCcessOrS and assigns, and any person subject to your written irrevocable consents or powers of attorney 
ir any of your general partners and managing agents. 

signature 

:, the undersigned, sign this Form ADV on behalf of, and with the authority of, the non-resident 
nvestment adviser. The investment adviser and I both certify, under penalty of perjury under the laws of 
:he United States of America, that the information and statements made in this ADV, including exhibits 
3nd any other information submitted, are true and correct, and that I am signing this Form ADV Execution 
'age as a free and voluntary act. 

: certify that the adviser's books and records will be preserved and available for inspection as required by 
aw. Finally, I authorize any person having custody or possession of these books and records to make 
:hem available to federal and state regulatory representatives. 
Signature: Date: MM/DD/YYYY 

Printed Name: Title: 

Adviser CRD Number: 
153935 

State Registered Investme 

tou must complete the following Execution Page to Form ADV. This execution page must be signed and 
attached to your initial application for state registration and all amendments to registration. 

1. Appointment of Agent for Service of Process 

3y signing this Form ADV Execution Page, you, the undersigned adviser, irrevocably appoint the legally 
jesignated officers and their successors, of the state in which you maintain your principal office and place 
ifbusiness and any other state in which you are applying for registration or amending your registration, 

https://crd.finra.org/Iad/Content/PrintHist/Adv022OO5~ages/crd~iad~AdvAllPages.aspx?. . . 8/17/20 1 2 
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IS your agents to receive service, and agree that such persons may accept service on your behalf, of any 
iotice, subpoena, summons, order instituting proceedings, demand for arbitration, or other process or 
iapers, and you further agree that such service may be made by registered or certified mail, in any 
'ederal or state action, administrative proceeding or arbitration brought against you in any place subject 
:o the jurisdiction of the United States, if the action, proceeding, or arbitration (a) arises out of any 
activity in connection with your investment advisory business that is subject to the jurisdiction of the 
Jnited States, and (b) is founded, directly or indirectly, upon the provisions of: (i) the Securities Act of 
1933, the Securities Exchange Act of 1934, the Trust Indenture Act of 1939, the Investment Company Act 
)f 1940, or the Investment Advisers Act of 1940, or any rule or regulation under any of these acts, or (ii) 
:he laws of the state in which you maintain your principal office and place of business or of any state in 
Nhich you are applying for registration or amending your registration. 

2. State-Registered Investment Adviser Affidavit 

:f you are subject to state regulation, by signing this Form ADV, you represent that, you are in compliance 
Nith the registration requirements of the state in which you maintain your principal place of business and 
3re in compliance with the bonding, capital, and recordkeeping requirements of that state. 

Signature 

:, the undersigned, sign this Form ADV on behalf of, and with the authority of, the investment adviser. 
The investment adviser and I both certify, under penalty of perjury under the laws of the United States of 
Imerica, that the information and statements made in this ADV, including exhibits and any other 
nformation submitted, are true and correct, and that I am signing this Form ADV Execution Page as a free 
snd voluntary act. 

: certify that the adviser's books and records will be preserved and available for inspection as required by 
aw. Finally, I authorize any person having custody or possession of these books and records to make 
:hem available to federal and state regulatory representatives. 
Signature Date MM/DD/YYYY 
RICHARD MARK SCHMERMAN 
CRD Number 
153935 
Printed Name Title 
RICHARD MARK SCHMERMAN MEMBER 

0 5/2 5/20 10 

Privacy Legal 
02012 FINRA All rights reserved FINRA IS a registered trademark of the Financial Industry R e g u l a t o ~  Authority. Inc 

Use of Web CRD@, IARDTM, or PFRDTM is governed by the Terms & Conditions. 

https://crd.finra.org/Iad/Content/PrintHist/Adv022005/Pages/crd~iad~AdvAllPages.aspx?. . . 8/17/20 1 2 
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FORM ADV 
UNIFORM APPLICATION FOR INVESTMENT ADVISER REGISTRATION 

* 

Prlmary BusOness Name: DIVERSIFIED FINANCIAL PLANNERS, LLC 

ADV - Other-Than-Annual I$mendment, Xtern 6 Other Business 
Activities 
6/21/2010 2:12:08 PM 

CRD Number: 

153935 

Rev. 02/2005 

n this Item, we request information about your other business activities. 
A. You are actively engaged in business as a (check all that apply): 

(1) Broker-dealer 

(2) Registered representative of a broker-dealer 

(3) Futures commission merchant, commodity pool operator, or commodity trading advisor 

(4) Real estate broker, dealer, or agent 

(5) Insurance broker or agent 

(6) Bank (including a separately identifiable department or division of a bank) 

(7) Other financial product salesperson (specify): 
YES NO 

6 : o  

r G  

8. (1) Are you actively engaged in any other business not listed in I tem 6.A. (other than 

(2) I f  yes, is this other business your primary business? 
giving investment advice)? 

I f  “yes, ” describe this other business on Section 6. B. of Schedule D. 
YES NO 

(3) Do you sell products or provide services other than investment advice to your advisory 

-* _* *-*-- - w*x_ll__--x_a - *-%%---\--.,= -<<-*-*>-** *~ w**-X_ mv*L_I-- -* 
clients? 

Section 6.8. Description of Prlmary Business 

No Information Filed 
--- 

Privacy Legal Use of Web CRD@, IARDTM, or PFRDTM is governed by the Terms & Conditions. 
5 ~ese:& FIpdWA 13 a registered tradenlark 3t toe Fir~anciai Bild~stry Regitlatory 4lrthority, lnc 
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FORM ADV 
UNIFORM APPLICATION FOR INVESTMENT ADVISER REGISTRATION 

Primary Business Name: DIVERSIFIED FINANCIAL PLANNERS, LLC 

ADV - Other-Than-Annual Amendment, Item 7 Financial Industry 
Affiliations 
8/26/2010 5:11:18 PM 

f CRD Number: 

153935 

Rev. 02/2005 

:n this Item, we request information about your financial industry affiliations and activities. This 
nformation identifies areas in which conflicts of interest may occur between you and your clients. 

tem 7 requires you to provide information about you and your related persons. Your related persons are 
dl of your advisory affiliates and any person that is under common control with you. 

A. You have a related person that is a (check all that apply): 
lr; (1) broker-dealer, municipal securities dealer, or government securities broker or dealer 

(2) investment company (including mutual funds) 
(3) other investment adviser (including financial planners) 

Tj (4) futures commission merchant, commodity pool operator, or commodity trading advisor 
C (5) banking or thrift institution 
l7J (6) accountant or accounting firm 
p (7) lawyer or law firm 

( 8 )  insurance company or agency 
r (9) pension consultant 

r (10) real estate broker or dealer 
(11) sponsor or syndicator of limited partnerships 

I f  you checked Item 7.A(3), you must list on Section 7.A. of Schedule D all your related persons that 
are investment advisers. If you checked Item 7.A(1), you may elect to list on Section 7.A. of 
Schedule D all your related persons that are broker-dealers. I f  you choose to list a related broker- 
dealer, the IARD will accept a single Form U-4 to register an investment adviser representative who 
also is a broker-dealer agent ("registered rep") of that related broker-dealer, 

YES NO 
cs fl 8. Are you or any related person a general partner in an investment-related limited 

partnership or manager of an investment-related limited liability company, or do you advise 
any other "private fund" as defined under SEC rule 203(b)(3)-1? 

I f  "yes," for each limited partnership or limited liability company, or (if applicable) private 
fund, complete Section 7.6. of Schedule D. It; however, you are an SEC-registered adviser 
- and you have related persons that are SEC-registered advisers who are the general 
partners of limited partnerships or the managers of limited liability companies, you do not 
have to complete Section 7.6. of Schedule D with respect to those related advisers' limited 
partnerships or limited liability companies. 

https://crd.finra.org/Iad/Content/PrintHist/Adv022005/Sections/crd~iad~AdvFinancialAffil. . , 8/17/20 12 
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To use this alternative procedure, you must state in the Miscellaneous Section of Schedule 
D: (1) that you have related SEC-registered investment advisers that manage limited 
Partnerships or limited liability companies that are not listed in Section 7.8. of your 
Schedule D; (2) that complete and accurate information about those limited partnerships or 
limited liability companies is available in Section 7.8. of Schedule D of the Form ADVs of 
your related SEC-registered advisers; and (3) whether your clients are solicited to invest in 
any of those limited partnerships or limited liability companies. 

Section 7.A. Affiliated Investment Advisers and Broker-D I 
I 

r'ou MUST complete the following information for each investment adviser with whom you are affiliated. I 
r'ou MAY complete the following information for each broker-dealer with whom you are affiliated. You must I 
:omplete a separate Schedule D Page 3 for each listed affiliate. 

Legal Name of Affiliate: 
RICHARD M. SCHMERMAN 

Primary Business Name of Affiliate: 
DIVERSIFIED FINANCIAL PLANNERS (DBA) 

Affiliate is (check onlv one box): 

Investment Adviser 

c: Broker - Dealer 

r: Dual (Investment Adviser and Broker-Dealer) 

Affiliated Investment Adviser's SEC File Number (if any) 
801- 

Affiliate's CRD Number (if any): 
1302988 

~ _ - - I I  - 1 1 ~  - " ~- - I  1111 ___-_^_ l_"_l 

Section 7.6. Limited Partnership Part 

r'ou must complete a separate Schedule D Page 4 for each limited partnership in which you or a related 
3erson is a general partner, each limited liability company for which you or a related person is a manager, 
3nd each other private fund that you advise. 

ipati 

No Information Filed 

Privacy Legal 
62012 FINRA All rights resewed FlNRA is a registered trademark of the Financial lndiistry Regulatory Authority Inc 

Use of Web CRD@, IARDTM, or PFRDTM is governed by the Terms & Conditions. 
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FORM U4 
UNIFORM APPLICATION FOR SECURITIES INDUSTRY 

REGISTRATION OR TRANSFER 

First Name: Middle Name: Last Name: Suffix: 
RICHARD MARK SCHMERMAN 
Firm CRD #: Firm Name: Employment Date (MM/DD/YYYY): 
153935 DIVERSIFIED FINANCIAL PLANNERS, LLC 05/11/2010 
Firm Billing Code: Individual CRD #: Individual SSN: 

1302988 xxx-xx-xxxx 

Do you have an independent contractor relationship with the above named firm?: 

r Yes fi NO 

Office of Employment Address 
No items were found. 

- .  

2. FINGERPRINT INFORMATION 

Electronic Filina Remesentation 
r By selecting this option, I represent that I am submitting, have submitted, or promptly will submit to 

the appropriate SRO a fingerprint card as required under applicable SRO rules; or 
Fingerprint card barcode 

the last submission of a fingerprint card to CRD and am not required to resubmit a fingerprint card at 
this time; or, 

r By selecting this option, I represent that I have been employed continuously by the filing firm and my 
fingerprints have been processed by an SRO other than FINRA. I am submitting, have submitted, or 
promptly will submit the processed results for posting to CRD. 

r By selecting this option, I represent that I have been employed continuously by the fi/ing firm since 

ExceDtions to the FinaerDrint Requirement 
By selecting one or more of the following two options, I affirm that I am exempt from the federal 
fingerprint requirement because I/fi/ing firm currently satisfy(ies) the requirements of at least one of 
the permissive exemptions indicated below pursuant to Rule 17f-2 under the Securities Exchange Act 
of 1934, including any notice or application requirements specified therein: 

Rule 17f-2(a)(l)(i) 

Rule 17f-2(a)( l)(i i i) 

Investment Adviser Representative Only Apdicants 
I;: I affirm that I am applying only as an investment adviser representative and that I am not also 

applying or have not also applied with this firm to become a broker-dealer representative. If this radio 
button/box is selected, continue below. 

I am applying for registration only in jurisdictions that do not have fingerprint card fil’ 
requirements, or 

https://crd.finra.org/frm/u4u5/CRD~F~~U4U5ViewHist.aspx?FR=O&Re~um=&fo~=. . . 8/17/20 1 2 
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i 
9 I am applying for registration in jurisdictions that have fingerprint card filing requirements and I 

am submitting, have submitted, or promptly will submit the appropriate fingerprint card directly to 
the jurisdictions for processing pursuant to applicable jurisdiction rules. 

3. REGISTRATIONS WITH UNAFFILIATED FIRMS 

Some jurisdictions prohibit "dual registration," which occurs when an individual chooses to maintain a 
concurrent registration as a representative/agent with two or more firms (either BD or I A  firms) that are 
not affiliated. Jurisdictions that prohibit dual registration would not, for example, permit a broker-dealer 
agent working with brokerage firm A to maintain a registration with brokerage firm B if firms A and B are 
not owned or controlled by a common parent. Before seeking a dual registration status, you should 
consult the applicable rules or statutes of the jurisdictions with which you seek registration for 
prohibitions on dual registrations or any liability provisions. 

Please indicate whether the individual will maintain a "dual registration" status by answering the 
questions in this section. (Note: An individual should answer 'yes' only if the individual is currently 
registered and is seeking registration with a firm (either BD or IA)  that is not affiliated with the 
individual's current employing firm. I f  this is an initial application, an individual must answer 'no' to these 
questions; a "dual registration" may be initiated only after an initial registration has been established). 

Answer "yes" or "no" to the following questions: Yes No 
A. Will applicant maintain registration with a broker-dealer that is not affiliated with the filing 6 

firm? I f  you answer "yes," list the firm(s) in Section 12 (Employment History). 
B. Will applicant maintain registration with an investment adviser that is not affiliated with 

the filing firm? I f  you answer "yes," list the firm(s) in Section 12 (Employment History). 
r 

4. SRO REGISTRATIONS 

Check appropriate SRO Registration requests. I i Qualifying examinations will be automatically scheduled if needed. I f  you are only scheduling or/ 
re-scheduling an exam, skip this section and complete Section 7 (EXAMINATION REQUESTS). 1 

I--- - -. 

REGISTRATION 
CATEGORY 

m m  

OP - Registered Options 
Principal (S4) 

I R  - Investment Company E 
and Variable Contracts 
Products Rep. (S6) 

GS - Full r; 
Registration/General 
Securities Rep resen tative 
67) 
TR - Securities Trader (S7) 

TS - Trading Supervisor 
6 7 )  

SU - General Securities t r $7 

SlO) 
Sales Supervisor (S9 and 

https://crd.finra.org/fi.m/u4u5/CRD~F~~U4U5ViewHist.aspx?FR=O&Re~um=&form=. . . 8/17/20 1 2 
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BM - Branch Office Manager 
(S9 and S10) 
SM - Securities Manager 
( S W  
AR - Assistant 

TT: 

Representative/Order 
Processing (S11) 

r I E  - United Kingdom - c r! 
Limited General Securities 
Registered Representative 
6 1 7 )  

* 
REGISTRATION Qi 
CATEGORY z 
DR - Direct Participation TT: 

LL 

Program Representative 
r; 

. .  
GP - General Securities 
Principal (S24) 

I P  - Investment Company 
and Variable Contracts 
Products Principal (S26) 

FA - Foreign Associate 

FN - Financial and 

r c  

r 
r r  

Operations Principal (S27) 

FI - Introducing Broker- r" 

17 n 

Dealer/Financial and 
Operations Principal (S28) 

RS - Research Analyst (S86, 
S87) 

RP - Research Principal 

DP - Direct Participation 
Program Principal (S39) 

OR - Options Representative 
(S42) 

E; 

REGISTRATION 
CATEGORY 

MR - Municipal Securities P 
Representative (S52) 

MP - Municipal Securities 
Principal (S53) 

CS - Corporate Securities c 
Representative (S62) 

https://crd.finra.org/frm/u4u5/CRD~FRM_U4U5ViewHist.aspx?FR=O&Re~um=&form=. . . 8/17/20 12 
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RG - Government Securities 
Representative (S72) 

PG - Government Securities 
Principal (S73) 

SA - Supervisory Analyst 
(S16) 

PR - Limited Representative r: 
- Private Securities 
Offerings (S82) 

CD - Canada-Limited r 
General Securities 
Registered Representative 

t 

CN - Canada-Limited iy" 0311: 
General Securities 
Registered Representative 
(S38) 
ET - Equity Trader (S55) r - c c  
REGISTRATION 
CATEGORY 

X X 
I # u z 

AM - Allied Member 

AP - Approved Person 

LE - Securities Lending 
Rep resen tative 

LS - Securities Lending 
Supervisor 

ME - Member Exchange 

r 

FE - Floor Employee 

OF - Officer 

CO - Compliance Official 

CF - Compliance Official 
Specialist (S 14A) 

PM - Floor Member 
Conducting Public Business 

(S14) 

PC - Floor Clerk Conducting 
Public Business 

SC - Specialist Clerk (S21) 

rzr 
I 

TA - Trading Assistant (S25) 

https://crd.finra.org/frm/u4u5/CRD~FRM_U4U5ViewHist.aspx?FR=O&RefNum=&form=. . . 8/17/20 1 2 
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FP - Municipal Fund (S51) 

IF  - In-Firm Delivery Proctor 

MM - Market Maker 

17 

Authorized Trader-Options 

FB - Floor Broker 

MB - Market Maker acting as 
Floor Broker 

OT - Authorized Trader (S7) 

(S44) 

MT - Market Maker 
Authorized Trader-Equities 
(S7) 

REGISTRATION 
CAT EG 0 RY 

IB  - Investment Banking r 
Representative (S79) 

OS - Operations 
Professional (S99) 
AF - Floor Broker - Options 

A 0  - Market Maker - 
Options 

f3 

AC - Floor Clerk - Options 

CT - Proprietary Trader 
Compliance Officer (S56, 
S14) 
PT - Proprietary Trader 

TP - Proprietary Trader 
Principal (S56, S24) 

(S56) 

Other 
(Paper Form Only) 

5. JURISDICTION R GISTRATION 

I 

I representative (RA) registration requests. 
Check appropriate jurisdiction(s) for broker-dealer agent (AG) and/or investment adviser 

JURISDICTION JURISDICTION AG RA 

Alabama Puerto Rico 

\Alaska Rhode Island 

/Arizona South Carolina 

SArkansas South Dakota 

I 

I 

I 

https://crd.finra.org/frm/u4u5/CRD~F~~U4U5ViewHist.aspx?FR=O&Re~um=&form=. . . 8/17/20 1 2 
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Ca I iforn ia 

Colorado 

'Connecticut 

,Delaware 

District of Columbia 

Florida 

Georgia 

Hawaii 

'Idaho 

;Tennessee 

Texas 

Utah 

Vermont 

Virgin Islands 

Virginia 

Washington 

West Virginia 

Wisconsin 

Wyoming 
€ 

r f" :New Jersey 

North Carolina 

North Dakota 

- - - - - - __ --_I__II - I l_lll_lllll -L _ _  
/AGENT OF THE ISSUER REGISTRATION (AI) E Indicate 2 letterjurisdiction code 
@): 

_ _ _  - -  __ -_ - ____ - - -----I II_ -I - 1 x  I _ I ; _ ~ _ -  

6. REGISTRATION REQUESTS WITH AFFILIATED FIRMS 

Will applicant maintain registration with firm(s) under common ownership or control with the filing firm? I 

If "yes", fill in the details to indicate a request for registration with additional firm(s). 

r y e s  @NO 
I 

No Information Filed 

Scheduling or Rescheduling Examinations Complete this section only if you are scheduling or 
rescheduling an examination or continuing education session. Do 
65 (S65) examinations in this section if you have completed Section 5 (JURISDICTION REGISTRATION) 
and have selected registration in a jurisdiction. I f  you have completed Section 5 (JURISDICTION 
REGISTRATION), and requested an AG registration in a jurisdiction that requires that you pass the S63 
examination, an S63 examination will be automatically scheduled for you upon submission of this Form U4. 
If you have completed Section 5 (JURISDICTION REGISTRATION), and requested an RA registration in a 
jurisdiction that requires that you pass the S65 examination, an S65 examination will be automatically 
scheduled for you upon submission of this Form U4. 

select the Series 63 (S63) or Series 

s3 !- S14 S28 S42 h"l s53 s79 
s4 S16 
s5 E S17 

11: s7 S23 
s9 S24 
s10 S26 
s11 S27 

S6 r: s22 
S30 
S31 
S32 

h"l s33 
s37 
S38 
s39 

r- s44 
IC7 s45 
S46 
S51 
S52 

s55 S82 
S56 S86 
S62 S87 
S63 s99 
S65 SlOl 
S66 S106 
S72 s201 

Other (Paper Form Only) 
OPTIONAL: Foreign Exam City Date (MM/DD/YYYY) 
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I f  you have taken an exam prior to registering through the CRD system please enter the exam type and 
date taken. 
Exam tvDe: Date taken (MM/DD/YYYY): .. 

8. PROFESSIONAL DESIGNATIONS 
~I 11 - _I_ 

Select each designation you currently mai 

@Certified Financial Planner 

@Chartered Financial Consultant (ChFC) 

r" Personal Financial Specialist (PFS) 

TChartered Financial Analyst (CFA) 

TChartered Investment Counselor (CIC) 

9. IDENTIFYING INFORMATION/NAME CHANGE 

First Name: Middle Name: 
RICHARD MARK 
Suffix: Date of Birth 

IMM/DD/YYYY) 

Last Name: 
SCHMERMAN 

State/Province of Bir th 
COLORADO SPRINGS, COLORADO USA 

Height (ft) 
5 
Hair Color 
Brown 

Height (in) 
10 
Eye Color 
Brown 

Sex 

@ Maler Female 
Weight (Ibr) 
240 

10. OTHER NAMES 

No Information Filed 

Starting with the current address, give all addresses for the past 5 years. Report changes as they occur. 

From To Street C i t y  State Country Postal Code 
11/1991 PRESENT -1 - AZ United States 

Provide complete employment history for the past 10 years. Include the firm(s) noted in Section 1 
(GENERAL INFORMATION) and Section 6 (REGISTRATION REQUESTS WITH AFFILIATED FIRMS). Include all 
firm(s) from Section 3 (REGISTRATION WITH UNAFFILIATED FIRMS). Account for all time including full and 
part-time employments, self-employment, military service, and homemaking. Also include statuses such as 
unemployed, full-time education, extended travel, or other similar statuses. 
Report changes as they occur. 
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From To Name of Firm or Investme i ty State Count 

PHOENIX AZ USA TAXPLANNING @Yes NO 06/1984 PRESENT DIVERSIFIED 
FINANCIAL TAX 

Corn pa ny ela 
usi 

PLANNING 

@Yes  NO 05/2010 PRESENT DIVERSIFIED 
FINANCIAL 
PLANNERS, LLC 

UNITED PLANNERS' gYes p No 
FINANCIAL 
SERVICES OF 
AM ERICA 

05/2008 03/2010 

03/1999 03/2008 MUTUAL SERVICE @Yes f No 
CORPORATION 

11/1989 03/1999 TITAN/VALUE @Yes ("NO 
EQUITIES GROUP, 
INC. 

PHOENIX AZ USA MEMBER 

SCOTTSDALE AZ USA REG REP 

WESTPALM FL USA 
BECH 

PHOENIX AZ 

PHOENIX AZ 11/1986 11/1989 VALUE EQUITIES eyes No 
CORPORATION 

11/1984 11/1986 DAVID TALBOT ryes No TEMPE AZ 

USA 

USA 

USA 

13. OTHER BUSINESS 

REPRESENTATIVE 

RE PRES E NTATIVE 

REG REP 

OTHER 

Are you currentlv engaged in any other business either as a proprietor, partner, officer, director, 
employee, trustee, agent or otherwise? (Please exclude non investment-related activity that is exclusively 
charitable, civic, religious or fraternal and is recognized as tax exempt.) If YES, please provide the 
following details: the name of the other business, whether the business is investment-related, the address 
of the other business, the nature of the other business, your position, title, or relationship with the other 
business, the start date of your relationship, the approximate number of hours/month you devote to the 
other business, the number of hours you devote to the other business during securities trading hours, and 
briefly describe your duties relating to the other business. 

P Y e s r  NO 
DIVERSIFIED FINANCIAL, DBA, TAX PLANNING - OWNER -PHOENIX, AZ - SINCE 06/1984 - ACCOUNTING, 
BOOKKEEEPING, TAX PLANNING - SERVE AS OFFICER OR STATUTORY AGENT FOR CLIENTS (SCHMERMAN 

BUILDINGS LTD. VICE PRES., SINCE 01/1984; E-2 CLOTHING AND JEWERLY, INC., VICE PRES - SINCE 
01/1972; EATS N TREATS INC., STATUTORY AGENT - SINCE 01/2001; ACACIA MORTGAGE CORP., 

STATUTORY AGENT - SINCE 01/1984) 

14. DISCLOSURE QUESTIONS 

Criminal Disclos 

14A. (1) Have you ever: YES NO 

(;? I (a) been convicted of or pled guilty or nolo contendere ("no contest") in a domestic, 
foreign, or military court to any felony? 
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(b) been charged with any felony? r c ;  
(2) Based upon activities that occurred while you exercised control over it, has an 

organization ever: 
(a) been convicted of or pled guilty or nolo contendere ("no contest") in a domestic or 

foreign court to any felony? 
(b) been charged with any felony? 

r (;" 

rEs 
14B. (1) Have you ever: 

r ( t  (a) been convicted of or pled guilty or nolo contendere (''no contest") in a domestic, 
foreign or military court to a misdemeanor involving: investments or an investment- 
related business or any fraud, false statements or omissions, wrongful taking of 
property, bribery, perjury, forgery, counterfeiting, extortion, or a conspiracy to 
commit any of these offenses? 

(b) been charged with a misdemeanor specified in 14B( l)(a)? r e  
(2) Based upon activities that occurred while you exercised control over it, has an 

organization ever: 
(a) been convicted of or pled guilty or nolo contendere ("no contest") in a domestic or 

foreign court to a misdemeanor specified in 14B( l)(a)? 
(b) been charged with a misdemeanor specified in 14B(l)(a)? 

r @ 

r ( t  
1 
I 

Regulatory Action Disclosure i 1 

I14C. YES NO1 
I Trading Commission ever: I 

I I 

r e8 I 

I 
I 
; 

i 

Has the U.S. Securities and Exchange Commission or the Commodity Futures 

(1) found you to have made a false statement or omission? r @ I  

r ( s j  

r (;"; 

I 

( 2 )  found you to have been involved in a violation of its regulations or statutes? 

(3) found you to have been a cause of an investment-related business having its 
authorization to do business denied, suspended, revoked, or restricted? 

(4) entered an order against you in connection with investment-related activity? 

(5) imposed a civil money penalty on you, or ordered you to cease and desist from any 
activity? 

(6)  found you to have willfully violated any provision of the Securities Act of 1933, the 
Securities Exchange Act of 1934, the Investment Advisers Act of 1940, the 
Investment Company Act of 1940, the Commodity Exchange Act, or any rule or 
regulation under any of such Acts, or any of the rules of the Municipal Securities 
Rulemaking Board, or found you to have been unable to comply with any provision of 
such Act, rule or regulation? 

(7) found you to have willfully aided, abetted, counseled, commanded, induced, or 
procured the violation by any person of any provision of the Securities Act of 1933, 
the Securities Exchange Act of 1934, the Investment Advisers Act of 1940, the 
Investment Company Act of 1940, the Commodity Exchange Act, or any rule or 
regulation under any of such Acts, or any of the rules of the Municipal Securities 
Ru lema ki ng Board? 

( 8 )  found you to have failed reasonably to supervise another person subject to your 
supervision, with a view to preventing the violation of any provision of the Securities 
Act of 1933, the Securities Exchange Act of 1934, the Investment Advisers Act of 
1940, the Investment Company Act of 1940, the Commodity Exchange Act, or any 
rule or regulation under any of such Acts, or any of the rules of the Municipal 
Securities Rulemaking Board? 

8 I 

r (t 

r 4 

C t ?  

(;" 

14D. (1) Has any other Federal regulatory agency or any state regulatory agency or 
foreign financial regulatory authority ever: 
(a) found you to have made a false statement or omission or been dishonest, unfair or 

(b) found you to have been involved in a violation of investment-related regulation(s) or 

r (t 

E7 
unethical? 

statute(s)? 
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(c) found you to have been a cause of an investment-related business having its 

(d) entered an order against you in connection with an investment-related activity? 

( " d  

r c  
I;" 

authorization to do business denied, suspended, revoked or restricted? 

(e) denied, suspended, or revoked your registration or license or otherwise, by order, 
prevented you from associating with an investment-related business or restricted 
your activities? 

(2) Have you been subject to any final order of a state securities commission (or 
any agency or officer performing like functions), state authority that 
supervises or examines banks, savings associations, or credit unions, state 
insurance commission (or any agency or office performing like functions), an 
appropriate federal banking agency, or the National Credit Union 
Administration, that: 
(a) bars you from association with an entity regulated by such commission, authority, r* 

agency, or officer, or from engaging in the business of securities, insurance, banking, 
savings association activities, or credit union activities; or 

fraudulent, manipulative, or deceptive conduct? 
(b) constitutes a final order based on violations of any laws or regulations that prohibit 

@ 

14E. Has any self-regulatory organization ever: 
1 (1) found you to have made a false statement or omission? r c  

( 2 )  found you to have been involved in a violation of its rules (other than a violation 
designated as a "minor rule violation" under a plan approved by the U.S. Securities 
and Exchange Commission)? 

authorization to do business denied, suspended, revoked or restricted? 

suspending your association with its members, or restricting your activities? 
( 5 )  found you to have willfully violated any provision of the Securities Act of 1933, the 

Securities Exchange Act of 1934, the Investment Advisers Act of 1940, the 
Investment Company Act of 1940, the Commodity Exchange Act, or any rule or 
regulation under any of such Acts, or any of the rules of the Municipal Securities 
Rulemaking Board, or found you to have been unable to comply with any provision of 
such Act, rule or regulation? 

procured the violation by any person of any provision of the Securities Act of 1933, 
the Securities Exchange Act of 1934, the Investment Advisers Act of 1940, the 
Investment Company Act of 1940, the Commodity Exchange Act, or any rule or 
regulation under any of such Acts, or any of the rules of the Municipal Securities 
Rulemaking Board? 

(7 )  found you to have failed reasonably to supervise another person subject to your 
supervision, with a view to preventing the violation of any provision of the Securities 
Act of 1933, the Securities Exchange Act of 1934, the Investment Advisers Act of 
1940, the Investment Company Act of 1940, the Commodity Exchange Act, or any 
rule or regulation under any of such Acts, or any of the rules of the Municipal 
Securities Rulemaking Board? 

r d  

PI;" 

p 

(3) found you to have been the cause of an investment-related business having its 

(4) disciplined you by expelling or suspending you from membership, barring or 

(6 )  found you to have willfully aided, abetted, counseled, commanded, induced, or r c  

r c;" 

14F. Have you ever had an authorization to act as an attorney, accountant or federal r 
contractor that was revoked or suspended? 

(7 

1 '146. Have you been notified, in writing, that you are now the subject of any: 
(1) regulatory complaint or proceeding that could result in a "yes" answer to any part of r 

14C, D or E? (If yes, complete the Regulatory Action Disclosure Reporting Page.) 
( 2 )  investigation that could result in a "yes" answer to any part of 14A, B, C, D or E? (If 

I 
t 

I 

1 

YES NO, 

, 
I 

yes, complete the Investigation Disclosure Reporting Page.) 

I 
I 
' 14H. (1) Has any domestic or foreign court ever: 
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(a) enjoined you in connection with any investment-related activity? 

(b) found that you were involved in a violation of any investment-related statute(s) or 

(c) dismissed, pursuant to a settlement agreement, an investment-related civil action 
regulation(s)? 

brought against you by a state or foreign financial regulatory authority? 
(2) Are you named in any pending investment-related civil action that could result 

in a "yes" answer to any part  of 14H(1)? 

Customer Complaint/Arbitration/Civil Litigation Disclosure 

141. (1) Have you ever been named as a respondent/defendant in an investment- 
related, consumer-initiated arbitration or civil litigation which alleged that you 
were involved in one or more sales practice violations and which: 
(a) is still pending, or; 

(b) resulted in an arbitration award or civil judgment against you, regardless of amount, 

(c) was settled, prior to 05/18/2009, for an amount of $10,000 or more, or; 

(d) was settled, on or after 05/18/2009, for an amount of $15,000 or more? 

(written or oral) complaint, which alleged that you were involved in one or 
more sales practice violations, and which: 
(a) was settled, prior to 05/18/2009 for an amount of $10,000 or more, or; 

(b) was settled, on or after 05/18/2009, for an amount of $15,000 or more? 

(3) Within the past twenty four (24) months, have you been the subject of an 
in vestmen t-related, consu mer-i nit ia ted, written com plaint, not otherwise 
reported under question 141(2) above, which: 
(a) alleged that you were involved in one or more sales practice violations and contained 

or; 

(2) Have you ever been the subject of an investment-related, consumer-initiated 

a claim for compensatory damages of $5,000 or more (if no damage amount is 
alleged, the complaint must be reported unless the firm has made a good faith 
determination that the damages from the alleged conduct would be less than 
$5,000), or; 

funds or securities? 
(b) alleged that you were involved in forgery, theft, misappropriation or conversion of 

Answer questions (4) and (5) below only for arbitration claims or civil litigation 
filed on or after 05/18/2009. 

(4) Have you ever been the subject of an investment-related, consumer-initiated 
arbitration claim or civil litigation which alleged that you were involved in one 
or more sales practice violations, and which: 
(a) was settled for an amount of $15,000 or more, or; 

(b) resulted in an arbitration award or civil judgment against any named respondent 
(s)/defenda nt (s), regard less of any amount? 

(5) Within the past twenty four (24) months, have you been the subject of an 
investment-related, consumer-initiated arbitration claim or civil litigation not 
otherwise reported under questions 141(4) above, which: 
(a) alleged that you were involved in one or more sales practice violations and contained 

a claim for compensatory damages of $5,000 or more (if no damage amount is 
alleged, the arbitration claim or civil litigation, must be reported unless the firm has 
made a good faith determination that the damages from the alleged conduct would 
be less than $5,000), or; 

(b) alleged that you were involved in forgery, theft, misappropriation or conversion of 
funds or securities? 

Termination Disclosure 

143. Have you ever voluntarily resigned, been discharged or permitted to resign after 
allegations were made that accused you of: 
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(1) violating investment-related statutes, regulations, rules, or industry standards of 

( 2 )  fraud or the wrongful taking of property? 

( 3 c  
f i r  

~;r- 

conduct? 

(3) failure to supervise in connection with investment-related statutes, regulations, rules or 
industry standards of conduct? 

Financial Disclosure 

L4K. Within the past 10 years: YES NO 
(1) have you made a compromise with creditors, filed a bankruptcy petition or been the 

subject of an involuntary bankruptcy petition? 
( 2 )  based upon events that occurred while you exercised control over it, has an organization 

made a compromise with creditors, filed a bankruptcy petition or been the subject of an 
involuntary bankruptcy petition? 

(3) based upon events that occurred while you exercised control over it, has a broker or 
dealer been the subject of an involuntary bankruptcy petition, or had a trustee 
appointed, or had a direct payment procedure initiated under the Securities Investor 
Protection Act? 

~;r- 

r 

r (4 :  L4L. Has a bonding company ever denied, paid out on, or revoked a bond for you? 

L4M. Do you have any unsatisfied judgments or liens against you? P P  

15. SIGNATURE SECTION 

~- l_lll_ll - - I I-- 1111 I I I ~- 

Please Read Carefully 
All signatures required on this Form U4 filing must be made in this section. 
A "signature" includes a manual signature or an electronically transmitted equivalent. For purposes of an 
electronic form filing, a signature is effected by typing a name in the designated signature field. By 
typing a name in this field, the signatory acknowledges and represents that the entry constitutes in 
every way, use, or aspect, his or her legally binding signature. 
15A INDIVIDUAL/APPLICANT'S ACKNOWLEDGMENT AND CONSENT 

158 FIRM/APPROPRIATE SIGNATORY REPRESENTATIONS 

15C TEMPORARY REGISTRATION ACKNOWLEDGMENT 

This section must be completed on all initial or Temporary Registration form filings. 

This section must be completed on all initial or Temporary Registration form filings. 

This section must be completed on Temporary Registration form filings to be able to receive 
Tem pora ry Registration. 
INDIVIDUAL/APPLICANT'S AMENDMENT ACKNOWLEDGMENT AND CONSENT 
This section must be completed on any amendment filing that amends any information in Section 
14 (Disclosure Questions) or any Disclosure Reporting Page (DRP). 

15E FIRM/APPROPRIATE SIGNATORY AMENDMENT REPRESENTATIONS 
This section must be completed on all amendment form filings. 

15F FIRM/APPROPRIATE SIGNATORY CONCURRENCE 
This section must be completed to concur with a U4 filing made by another firm (IA/BD) on behalf 
of an individual that is also registered with that other firm (IA/BD). 

15D 

15A. INDIVIDUAL/APPLICANT'S ACKNOWLEDGMENT AND CONSENT 

1. I swear or affirm that I have read and understand the items and instructions on this form and that 
my answers (including attachments) are true and complete to the best of my knowledge. I 
understand that I am subject to administrative, civil or criminal penalties if I give false or misleading 
answers. 
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2. 

3. 

4. 

5. 

6. 

7. 

8 .  

I apply for registration with the jurisdictions and SROs indicated in Section 4 (SRO REGISTRATION) 
and Section 5 (JURISDICTION REGISTRATION) as may be amended from time to time and, in 
consideration of the jurisdictions and SROs receiving and considering my application, I submit to the 
authority of the jurisdictions and SROs and agree to comply with all provisions, conditions and 
covenants of the statutes, constitutions, certificates of incorporation, by-laws and rules and 
regulations of the jurisdictions and SROs as they are or may be adopted, or amended from time to 
time. I further agree to be subject to and comply with all requirements, rulings, orders, directives 
and decisions of, and penalties, prohibitions and limitations imposed by the jurisdictions and SROs, 
subject to right of appeal or review as provided by law. 
I agree that neither the jurisdictions or SROs nor any person acting on their behalf shall be liable to 
me for action taken or omitted to be taken in official capacity or in the scope of employment, except 
as otherwise provided in the statutes, constitutions, certificates of incorporation, by-laws or the rules 
and regulations of the jurisdictions and SROs. 
I authorize the jurisdictions, SROs, and the designated entity to give any information they may have 
concerning me to any employer or prospective employer, any federal, state or municipal agency, or 
any other SRO and I release the jurisdictions, SROs, and the designated entity, and any person 
acting on their behalf from any and all liability of whatever nature by reason of furnishing such 
information. 
I agree to arbitrate any dispute, claim or controversy that may arise between me and my firm, or a 
customer, or any other person, that is required to be arbitrated under the rules, constitutions, or by- 
laws of the SROs indicated in Section 4 (SRO REGISTRATION) as may be amended from time to time 
and that any arbitration award rendered against me may be entered as a judgment in any court of 
com pe te n t jurisdiction. 
For the purpose of complying with the laws relating to the offer or sale of securities or commodities 
or investment advisory activities, I irrevocably appoint the administrator of each jurisdiction indicated 
in Section 5 (JURISDICTION REGISTRATION) as may be amended from time to time, or such other 
person designated by law, and the successors in such office, my attorney upon whom may be served 
any notice, process, pleading, subpoena or other document in any action or proceeding against me 
arising out of or in connection with the offer or sale of securities or commodities, or investment 
advisory activities or out of the violation or alleged violation of the laws of such jurisdictions. I 
consent that any such action or proceeding against me may be commenced in any court of 
competent jurisdiction and proper venue by service of process upon the appointee as if I were a 
resident of, and had been lawfully served with process in the jurisdiction. I request that a copy of any 
notice, process, pleading, subpoena or other document served hereunder be mailed to my current 
residential address as reflected in this form or any amendment thereto. 
I consent that the service of any process, pleading, subpoena, or other document in any investigation 
or administrative proceeding conducted by the SEC, C F K  or a jurisdiction or in any civil action in 
which the SEC, C F K  or a jurisdiction are plaintiffs, or the notice of any investigation or proceeding 
by any SRO against the applicant, may be made by personal service or by regular, registered or 
certified mail or confirmed telegram to me at my most recent business or home address as reflected 
in this Form U 4 ,  or any amendment thereto, by leaving such documents or notice at such address, or 
by any other legally permissible means. 

I further stipulate and agree that any civil action or administrative proceeding instituted by the SEC, 
CFTC or a jurisdiction may be commenced by the service of process as described herein, and that 
service of an administrative subpoena shall be effected by such service, and that service as aforesaid 
shall be taken and held in all courts and administrative tribunals to be valid and binding as if personal 
service thereof had been made. 

I authorize all my employers and any other person to furnish to any jurisdiction, SRO, designated 
entity, employer, prospective employer, or any agent acting on its behalf, any information they have, 
including without limitation my creditworthiness, character, ability, business activities, educational 
background, general reputation, history of my employment and, in the case of former employers, 
complete reasons for my termination. Moreover, I release each employer, former employer and each 
other person from any and all liability, of whatever nature, by reason of furnishing any of the above 
information, including that information reported on the Uniform Termination Notice for Securities 
Industry Registration (Form US). I recognize that I may be the subject of an investigative consumer 
report and waive any requirement of notification with respect to any investigative consumer report 
ordered by any jurisdiction, SRO, designated entity, employer, or prospective employer. I understand 
that I have the right to request complete and accurate disclosure by the jurisdiction, SRO, designated 
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entity, employer or prospective employer of the nature and scope of the requested investigative 
consumer report. 

9. I understand and certify that the representations in this form apply to all employers with whom I 
seek registration as indicated in Section 1 (GENERAL INFORMATION) or Section 6 (REGISTRATION 
REQUESTS WITH AFFILIATED FIRMS) of this form. I agree to update this form by causing an 
amendment to be filed on a timely basis whenever changes occur to answers previously reported. 
Further, I represent that, to the extent any information previously submitted is not amended, the 
information provided in this form is currently accurate and complete. 

10. I authorize any employer or prospective employer to file electronically on my behalf any information 
required in this form or any amendment thereto; I certify that I have reviewed and approved the 
information to be submitted to any jurisdiction or SRO on this Form U4 Application; I agree that I will 
review and approve all disclosure information that will be filed electronically on my behalf; I further 
agree to waive any objection to the admissibility of the electronically filed records in any criminal, 
civi I, or administrative proceeding. 

Applicant or applicant's agent has typed applicant's name under this section to attest to the completeness 
and accuracy of this record. The applicant recognizes that this typed name constitutes, in every way, use 
or aspect, his or her legally binding signature. 

Date (MM/DD/YYYY) Signature of Applicant 
0 5/2 7/2 0 10 RICHARD MARK SCHMERMAN 

Signature 

158. FIRM/APPROPRIATE SIGNATORY REPRESENTATIONS 

To the best of my knowledge and belief, the applicant is currently bonded where required, and, at the 
time of approval, will be familiar with the statutes, constitution(s), rules and by-laws of the agency, 
jurisdiction or SRO with which this application is being filed, and the rules governing registered persons, 
and will be fully qualified for the position for which application is being made herein. I agree that, 
notwithstanding the approval of such agency, jurisdiction or SRO which hereby is requested, I will not 
employ the applicant in the capacity stated herein without first receiving the approval of any authority 
that may be required by law. 

This firm has communicated with all of the applicants previous employers for the past three years and 
has documentation on file with the names of the persons contacted and the date of contact. I n  addition, I 
have taken appropriate steps to verify the accuracy and completeness of the information contained in 
and with this application. 

I have provided the applicant an opportunity to review the information contained herein and the applicant 
has approved this information and signed the Form U4. 
Date (MM/DD/YYYY) Signa tu re of Appropriate Signa tory 
05/27/20 10 RICHARD MARK SCHMERMAN 

BANKRUPTCY/SIPC/COMPROMISE W I T H  CREDITORS DRP 

No Information Filed 
BOND DRP 

No Information Filed 

No Information Filed 
CRIMINAL DRP 

No Information Filed 
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CUSTOMER COMPLAINT/ARBITRATION/CIVIL LITIGATION DRP 

'his Disclosure Reporting Page is an @ INITIAL or r AMENDED response to report details for 
lffirmative response(s) to Question(s) 141 on Form U4; 

:heck the question(s) you are responding to, regardless of whether you are answering the 
luestion(s) "yes" or amending the answer(s) to ''no'': 

CUSTOMER COMPLAINT/ARBITRATION/CIVIL LITIGATIO Rev. DRP (05/2009) 

14I(l ) (a)  0 141(2)(a) E 141(3)(a) 141(4)(a) r[; 141(5)(a) 
14I( l ) (b)  141(2)(b) 141(3)(b) r? 141(4)(b) 141(5)(b) 
14I( l ) (c )  
14I( l ) (d)  

)ne matter may result in more than one affirmative answer to the above items. Use a single DRP to report 
letails relating to a particular matter (i-e., a customer complaint/arbitration/CFK reparation/civil 
itigation). Use a separate DRP for each matter. 

3RP Instructions: 

Complete items 1-6 for all matters (i.e., customer complaints, arbitrations/CFK reparations and 
civil litigation in which a customer alleges that you were involved in sales practice violations and 
you are & named as a party, as well as arbitrations/CFTC reparations and civil litigation in which 
you are named as a party). 
I f  the matter involves a customer complaint, or an arbitration/CFK reparation or civil litigation in 
which a customer alleges that you were involved in sales practice violations and you are not named 
as a party, complete items 7-11 as appropriate. 
I f  a customer complaint has evolved into an arbitration/CFTC reparation or civil litigation, amend 
the existing DRP by completing items 9 and 10. 
I f  the matter involves an arbitration/CFTC reparation in which you are a named party, complete 
items 12-16, as appropriate. 
I f  the matter involves a civil litigation in which you are a named party, complete items 17-23. 
I tem 24 is an optional field and applies to all event types (i.e., customer complaint, 
arbitration/CFTC reparation, civil litigation). 

:omplete items 1-6 for all matters (i.e., customer complaints, arbitrations/CFK reparations, civil 
itigation). 

1. Customer Name(s): 
GLORIA AIKEN / ELIZABETH AIKEN 

2 .  A. Customer(s) State of Residence (select "not on list" when the customer's residence is a foreign 
address) : 
Arizona 
B. Other state(s) of residence/detail: 

3.  Employing Firm when activities occurred which led to the customer complaint, arbitration, CFTC 
reparation or civil litigation: 
UNITED PLANNERS' FINANCIAL SERVICES OF AMERICA 

4. Allegation(s) and a brief summary of events related to the allegation(s) including dates when activities 
leading to the allegation(s) occurred: 
I N  MAY 2005, PRIOR TO JOINING UNITED PLANNERS, MR. SCHMERMAN RECEIVED A CHECK FROM 
GLORIA AIKEN FOR $175,000. THIS CHECK WAS MADE OUT TO HIS DBA (DIVERSIFIED FINANCIAL) 
AND DEPOSITED I N  TO HIS CHECKING ACCOUNT. THE CUSTOMER FUNDS WERE GIFTED TO HER 
DAUGHTER I N  AUGUST 2008; HOWEVER, UNITED PLANNERS BELIEVED THAT THE ASSETS WERE 
NEVER INVESTED I N  EITHER GLORIA AIKEN'S OR ELIZABETH AIKEN'S NAME. MR. SCHMERMAN 
PROVIDED PAYMENTS BACK TO THE AIKENS WITH INTEREST SINCE 2005 AND I T  WAS NOTED BY 
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MR. SCHMERMAN AND ELIZABETH AIKEN (GLORIA AIKEN IS NOW DECEASED) THAT THE REMAINING 
BALANCE WAS $12,500 PLUS ANY INTEREST. UNITED PLANNERS CONDUCTED AN UNANNOUNCED 
AUDIT AND INVESTIGATED THE MATTER. ADDITIONALLY, UNITED PLANNERS PROVIDED ELIZABETH 
AIKEN WITH THE REMAINING BALANCE OF HER ACCOUNT ($12,784.15). UNITED PLANNERS ALLEGED 
THAT THERE WAS EVIDENCE OF COMMINGLING. 

Product Type(s): (select all that apply) 

E No Product 
Annuity-Charitable 

r Annuity-Fixed 
Annuity-Variable 

Banking Products (other 
than CDs) 
f? CD 
c Commodity Option 

Debt-Asset Backed 
Debt-Corporate 

6 Debt-Government 
Debt- Municipal 

Derivative Mutual Fund 
I" Direct Investment-DPP & LP 
Interests 

Oil & Gas 

Equipment Leasing IZ Options 
Equity Listed (Common & c Penny Stock 

Preferred Stock) 
f I  Equity-OTC Prime Bank Instrument 

Futures Commodity Promissory Note 
Futures- Fi na ncia I 
Index Option Security Futures 

Real Estate Security 

1-i Unit Investment Trust 
n Viatical Settlement 

I" Insurance 
ITT Investment Contract 

Money Market Fund Other: 

Alleged Compensatory Damage Amount: 
$ 12,500.00 

@ Exact r Explanation (If no damage amount is alleged, the complaint must be reported unless 
the firm has made a good faith determination that the damages from the alleged conduct would be 
less than $5,000): 

F the matter involves a customer complaint, arbitration/CFTC reparation or civil litigation in which a 
ustomer alleges that you were involved in sales practice violations and you are not named as a party, 
omplete items 7-11 as appropriate. 

lote: Report in Items 12-16, or 17-23, as appropriate, only arbitrations/CFTC reparations or civil litigation 
i which you are named as a party. 

7. A. Is this an oral complaint? 

r Yes @ NO 
8. Is this a written complaint? 

I;* Yes r NO 
C. I s  this an arbitration/CFTC reparation or civil litigation? 

r Yes @ NO 

If yes, provide: 
i. Arbitration/reparation forum or court name and location: 

ii. Docket/Case#: 

iii. Filing date of arbitration/CFTC reparation or civil litigation (MM/DD/YYYY): 
D. Date received by/served on firm (MM/DD/YYYY): 

02/26/2010 @ Exact r Explanation 
If not exact, provide explanation : 
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3. Is the complaint, arbitration/CFTC reparation or civil litigation pending? 

I f  "No", complete item 9. 
Yes @ NO 

3 .  If the complaint, arbitration/CFTC reparation or civil litigation is not pending, provide status: 
cf: Closed/No Action E Withdrawn n Denied f;;* 

Settled 
c Arbitration Awa rd/Moneta ry Judgment (for claimants/ plaintiffs) 

K Evolved into Arbitration/CfTC reparation (you are a named party) 
c Evolved into Civil litigation (you are a named party) 

Arbitration Award/Monetary Judgment (for respondentddefendants) 

F status is arbitration/CFTC reparation in which you are Im.t a named party, provide details in item 7C. 
F status is arbitration/CFTC reparation in which you are a named party, complete items 12-16. 
F status is civil litigation in which you are a named party, complete items 17-23. 

LO. Status Date (MM/DD/YYYY): 

03/05/2010 G' Exact f Explanation 
If not exact, provide explanation: 

11. Settlement/Award/Monetary Judgment: 
A. Settlement/Award/Monetary Judgment amount: 
$ 12,784.15 
B. Your Contribution Amount: 
$ 12,784.15 

f the matter involves arbitration or CFTC reparation in which you are a named respondent, complete item! 
.2-16, as appropriate. 

12. A. Arbitration/CFTC reparation claim filed with (FINRA, AAA, C F K ,  etc.): 

B. Docket/Case# : 

C. Date notice/process was served (MM/DD/YYYY): 

c Exact Explanation 
I f  not exact, provide explanation: 

13. I s  arbitration/ CFTC reparation pending? 

f Yes f NO 

f "No", complete item 14. 

14. I f  the arbitration/CFTC reparation is not pending, what was the disposition? 
Award to Applicant E Award to Customer Denied 

Judgment (other than monetary) No Action Settled 
(Age n t/Re presen tative) 

I? Other : 

15. Disposition Date (MM/DD/YYYY): 

Exact Explanation 

t 

E 
Dismissed 

Withdrawn 
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I f  not exact, provide explanation: 

6. Monetary Compensation Details (award, settlement, reparation amount) : 
A. Total Amount: 

8. Your Contribution Amount: 

' the matter involves a civil litigation in which you are a defendant, complete items 17-23. 

.7. Court in which case was filed: 

Federal Court r State Court c' Foreign Court 
A. Name of Court: 

8. Location of Court (City or County and State or Country): 

C. Docket/Case# : 

.8. Date notice/process was served (MM/DD/YYYY): 

f Exact f Explanation 
I f  not exact, provide explanation: 

L9. I s  the civil litigation pending? 

f Yes r NO 

f "No", complete item 20. 

!O. I f  the civil litigation is not pending, what was the disposition? 
Denied Ifi Dismissed 

E Monetary J udg men t to Applicant ( Ag en t/Re presen ta t ive) 

No Action 
r Other : 

Settled 

r Military Court Other : 

f-: Judgment (other than 
monetary ) 
E Monetary Judgment to 
Customer 

Withdrawn 

2 1 .  Disposition Date (MM/DD/YYYY): 

f Exact f Explanation 
I f  not exact, provide explanation: 

22. Monetary Compensation Details (judgment, restitution, settlement amount) 
A. Total Amount: 

8. Your Contribution Amount: 

23. If action is currently on appeal: 
A. Enter date appeal filed (MM/DD/YYYY): 

r Exact r Explanation 
I f  not exact, provide explanation: 

8. Court appeal filed in: 

c Federal Court r State Court Foreign Court f Military Court r Other 
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i. Name of Court: 

ii. Location of Court (City or County and State or Country): 

iii. Docket/Case#: 

24. Comment (Optional). You may use this field to provide a brief summary of the circumstances leading 
to the customer complaint, arbitration/CFK reparation and/or civil litigation as well as the current 
status or final disposition(s). Your information must fit within the space provided. 
I N  EARLY 2005, MR. SCHMERMAN WAS INTRODUCED TO GLORIA AIKEN ("GLORIA"). GLORIA GAVE 
MR. SCHMERMAN A CHECK I N  THE AMOUNT OF $175,000 (THE "AIKEN FUNDS"), MADE PAYABLE TO 
DIVERSIFIED FINANCIAL, WITH A REQUEST THAT HE SEND THE AIKEN FUNDS TO A THIRD PARTY 
FOR SAFE-KEEPING. DIVERSIFIED FINANCIAL I S  A DBA OF MR. SCHMERMAN, THAT HE USES FOR 
NON-PERSONAL ACTIVITY, WHICH INCLUDES BROKERAGE AND INVESTMENT ADVISORY SERVICES 
AS WELL AS HIS TAX CONSULTING AND PREPARATION SERVICES. NEITHER GLORIA NOR HER 
DAUGHTER, ELIZABETH AIKEN ("ELIZABETH"), WERE BROKERAGE OR INVESTMENT ADVISORY 
CLIENTS OF MR. SCHMERMAN, NOR DID THEY INTEND TO FORM SUCH A RELATIONSHIP. WITH THE 
KNOWLEDGE AND CONSENT OF GLORIA AND ELIZABETH, MR. SCHMERMAN DEPOSITED THE AIKEN 
FUNDS INTO DIVERSIFIED FINANCIAL'S ACCOUNT AND TRANSFERRED THE AIKEN FUNDS TO A 
THIRD PARTY I N  FLORIDA WHERE THE AIKEN FUNDS ACCRUED INTEREST FOR THE BENEFIT OF 
GLORIA AND LATER ELIZABETH. THE AIKEN FUNDS WERE NEVER INTENDED TO BE BROKERAGE 
ASSETS OR ASSETS UNDER MR. SCHMERMAN'S MANAGEMENT. NONE OF MR. SCHMERMAN, 
DIVERSIFIED FINANCIAL, HIS BROKER-DEALER, HIS INVESTMENT ADVISER OR THE HOLDER OF THE 
AIKEN FUNDS, EVER COLLECTED COMMISSIONS OR FEES FOR ANY TRANSACTIONS OR FOR THE 
MANAGEMENT OF THESE FUNDS. SINCE 2005, MR. SCHMERMAN HAS MADE DISTRIBUTIONS OF THE 
AIKEN FUNDS TO GLORIA AND/OR ELIZABETH AT THEIR REQUEST. I N  MARCH 2010, ELIZABETH 
TRIED TO CONTACT MR. SCHMERMAN REGARDING THE REMAINING BALANCE OF THE AIKEN FUNDS. 
WHEN MR. SCHMERMAN WAS NOT IMMEDIATELY AVAILABLE, ELIZABETH CONTACTED UNITED 
PLANNERS. UNITED PLANNERS RETURNED THE REMAINING BALANCE OF $12,784.15 TO ELIZABETH. 
THE CALL ALSO PROMPTED AN UNANNOUNCED AUDIT BY UNITED PLANNERS. AFTER UNITED 
PLANNERS COMPLETED ITS UNANNOUNCED AUDIT AND INTERVIEW OF ELIZABETH, UNITED 
PLANNERS NOTED THAT ELIZABETH'S ACCOUNT OF THE FACTS I N  THIS MATTER WAS CONSISTENT 
WITH MR. SCHMERMAN'S ACCOUNT OF THE FACTS I N  THIS MATTER. MR. SCHMERMAN WAS 
NOTIFIED BY UNITED PLANNERS THAT NO OTHER COMPLIANCE ISSUES AROSE DURING ITS 
I N  QUI RY. 

INVESTIGATION DRP 

No Information Filed _ _  ~~ 

JUDGMENT LIEN DRP 

No Information Filed 

No Information Filed 
TERMINATION DRP 

IThis Disclosure Reporting Page is an @ INITIAL or f' AMENDED response to report details for 
affirmative response(s) to Question(s) 14J on Form U4; 

Check the question(s) you are responding to, regardless of whether you are answering the 
question(s) "yes" or amending the answer(s) to "no": 

TERMINATION Rev. DRP (05/2009) 

8 E 143(1) 143(2) 143(3) 
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)ne event may result in more than one affirmative answer to  the above items. Use only one DRP t o  report 
letails related t o  the same termination. Use a separate DRP for each termination reported. 

1. Firm Name: 
UNITED PLANNERS FINANCIAL SERVICES OF AMERICA 

2 .  Termination Type: 
Discharged 

3.  Termination Date: 

03/10/2010 @ Exact c' Explanation 
I f  not exact, provide explanation: 

4. Allegation(s): 
THE FIRM ALLEGED THAT AFTER INVESTIGATION MR. SCHMERMAN COMMINGLED CLIENT ASSETS 
WITH HIS CHECKING ACCOUNT. 

5. Product Type(s): (select all that apply) 
E No Product r Derivative c" Mutual Fund 

Annuity-Charitable r Direct Investment-DPP & LP c Oil & Gas 
Interests 

r Annuity-Fixed Equipment Leasing Options 
Annuity-Variable E Equity Listed (Common & Penny Stock 

Preferred Stock) 
Banking Products (other Equity-OTC r Prime Bank Instrument 

than CDs) 
CD f71 Futures Commodity Promissory Note 

E Commodity Option r; Futures-Financial Real Estate Security 
Debt-Asset Backed Index Option Security Futures 

r Debt-Corporate E Insurance r Unit Investment Trust 
ft- Debt-Government Iz Investment Contract C Viatical Settlement 
r Debt- Mu nici pal Money Market Fund Other: 

6. Comment (Optional). You may use this field t o  provide a brief summary of the circumstances leading 
to  the termination. Your information must fit within the space provided. 
NEITHER MR. SCHMERMAN NOR THE AIKENS INTENDED TO FORM A BROKER/CUSTOMER OR 
INVESTMENT ADVISER/CLIENT RELATIONSHIP WITH REGARD TO THE AIKEN FUNDS. THERE WAS NO 
EXPECTATION ON THE PART OF THE AIKENS THAT THEY WOULD RECEIVE BROKERAGE OR 
INVESTMENT ADVISORY SERVICES AND NO BROKERAGE OR INVESTMENT ADVISORY SERVICES OF 
ANY KIND WERE PERFORMED BY MR. SCHMERMAN OR DIVERSIFIED FINANCIAL ON BEHALF OF THE 
AIKENS. NEITHER MR. SCHMERMAN NOR DIVERSIFIED FINANCIAL, EVER COLLECTED COMMISSIONS 
OR FEES I N  CONNECTIONS WITH OF THE AIKEN FUNDS. AFTER COMPLETING ITS INQUIRY, UNITED 
PLANNERS NOTED, I N  MR. SCHMERMAN'S FORM U-5, THAT ELIZABETH'S ACCOUNT OF THE FACTS I N  
THIS MAlTER WAS CONSISTENT WITH MR. SCHMERMAN'S ACCOUNT. ALL OF THE AIKEN FUNDS, 
TOGETHER WITH INTEREST, WERE RETURNED TO GLORIA AND/OR ELIZABETH UPON THEIR 
REQUEST. FINALLY, NO OTHER COMPLIANCE ISSUES WERE IDENTIFIED BY UNITED PLANNERS 
DURING THEIR INQUIRY. 

Privacy Legal 
02012 FINRA All rights reserved FINRA is a registered trademark of the  Financial Industry Regulatory Autharity lnc 

Use of Web CRD@, lARDTM, or PFRDTM is governed by the Terms & Conditions. 
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- FORM U4 
UNIFORM APPLICATION FOR SECURITIES INDUSTRY 

REGISTRATION OR TRANSFER 

First Name: Middle Name: Last Name: Suffix: 
RICHARD MARK SCHMERMAN 
Firm CRD #: Firm Name: Employment Date (MMIDDIYYYY): 
153935 DIVERSIFIED FINANCIAL PLANNERS, LLC 05/11/2010 
Firm Billing Code: Individual CRD #: Individual SSN: 

1302988 xxx-xx-xxxx 

i Do you have an independent contractor relationship with the above named firm?: 

1 r Yes NO 

I Office of Employment Address 

No items were found. 

2. FINGERPRINT INFORMATION 

- ll_ll_-_l̂. I - -~ - - _ -  I l_ll-l_l__ll - ~ _ _ _  --_̂  - _- I 

Electronic Filina Reoresentation 
By selecting this option, I represent that I am submitting, have submitted, or promptly will submit to 
the appropriate SRO a fingerprint card as required under applicable SRO rules; or 
Fingerprint card barcode 

the last submission of a fingerprint card to CRD and am not required to resubmit a fingerprint card at 
this time; or, 
By selecting this option, I represent that I have been employed continuously by the filing firm and my 
fingerprints have been processed by an SRO other than FINRA. I am submitting, have submitted, or 
promptly will submit the processed results for posting to CRD. 

r By selecting this option, I represent that I have been employed continuously by the filing firm since 

Exceotions to the Finaerorint Reauirement 
r By selecting one or more of the following two options, I affirm that I am exempt from the federal 

fingerprint requirement because I/fi/ing firm currently satisfy(ies) the requirements of at least one of 
the permissive exemptions indicated below pursuant to Rule 17f-2 under the Securities Exchange Act 
of 1934, including any notice or application requirements specified therein: 
f? Rule 17f-2(a)(l)(i) 

Rule 17f-2(a)(l)(iii) 

Investment Adviser Representative Onlv ApDlicants 
fi  I affirm that I am applying only as an investment adviser representative and that I am not also 

applying or have not also applied with this firm to become a broker-dealer representative. I f  this radio 
button/box is selected, continue below. 
r I am applying for registration only in jurisdictions that do not have fingerprint card filing 

requirements, or 
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I 

0 I am applying for registration in jurisdictions that have fingerprint card filing requirements and I 
am submitting, have submitted, or promptly will submit the appropriate fingerprint card directly to 1 

1 the jurisdictions for processing pursuant to applicable jurisdiction rules. I 

3. REGISTRATIONS WITH UNAFFILIATED FIRMS 

Some jurisdictions prohibit "dual registration,'' which occurs when an individual chooses to maintain a 
concurrent registration as a representative/agent with two or more firms (either BD or I A  firms) that are 
not affiliated. Jurisdictions that prohibit dual registration would not, for example, permit a broker-dealer 
agent working with brokerage firm A to maintain a registration with brokerage firm B if firms A and B are 
not owned or controlled by a common parent. Before seeking a dual registration status, you should 
consult the applicable rules or statutes of the jurisdictions with which you seek registration for 
prohibitions on dual registrations or any liability provisions. 

Please indicate whether the individual will maintain a "dual registration" status by answering the 
questions in this section. (Note: An individual should answer 'yes' only if the individual is currently 
registered and is seeking registration with a firm (either BD or IA) that is not affiliated with the 
individual's current employing firm. I f  this is an initial application, an individual must answer 'no' to these 
questions; a "dual registration" may be initiated only after an initial registration has been established). 

Answer "yes" or "no" to the following questions: Yes No 
A. Will applicant maintain registration with a broker-dealer that is not affiliated with the filing r (3 

firm? I f  you answer "yes," list the firm(s) in Section 12 (Employment History). 
B. Will applicant maintain registration with an investment adviser that is not affiliated with r c 

the fi/ing firm? If you answer "yes," list the firm(s) in Section 12 (Employment History). 

4, SRO REGISTRATIONS 

Check appropriate SRO Registration requests. I 
Qualifying examinations will be automatically scheduled if needed. I f  you are only scheduling or/ 

re-scheduling an exam, skip this section and complete Section 7 (EXAMINATION REQUESTS). I 

REGISTRATION 
CATEGORY 

OP - Registered Options 
Principal (S4) 

I R  - Investment Company 
and Variable Contracts 
Products Rep. (S6) 
GS - Full r 
Registration/General 
Securities Representative 
(S7) 
TR - Securities Trader (S7) 

TS - Trading Supervisor 

r r 

(S7) 
SU - General Securities 
Sales Supervisor (S9 and 
S10) 
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$" 

9 

BM - Branch Office Manager r - l " '  
(S9 and SlO) 

SM - Securities Manager 
( S W  
AR - Assistant P 

L 

Representative/Order 
Processing (S11) 

Limited General Securities 
I E  - United Kingdom - F r i  P l-7 

Registered Representative 
617) 

REGISTRATION 
CATEGORY 

X 

v) 

a 

Y 
t;; 

DR - Direct Participation r 

(S22) 
Program Representative 

GP - General Securities 
Principal (S24) 
I P  - Investment Company ri 

n r i  

and Variable Contracts 
Products Principal (S26) 
FA - Foreign Associate 

FN - Financial and 
Operations Principal (S27) 
FI - Introducing Broker- 
Dealer/Financial and 
Operations Principal (S28) 

RS - Research Analyst (S86, 
S87) 

RP - Research Principal 

f3 r: E 

DP - Direct Participation 
Program Principal (S39) 

OR - Options Representative 
642) 

REGISTRATION 
CAT EG 0 RY 

MR - Municipal Securities 
Representative (S52) 

MP - Municipal Securities 
Principal (S53) 

CS - Corporate Securities 
Representative (S62) 

I P I _  I 

X 

v) 

m 

Y 
2 

X 

v) 
>; 
t;; m 

8; 
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RG - Government Securities 
Representative (S72) 

PG - Government Securities 
Principal (S73) 

SA - Supervisory Analyst c c 

PR - Limited Representative r": r 
- Private Securities 
Offerings (S82) 

(S16) 

CD - Canada-Limited r: r- 
Genera I Securities 
Registered Representative 
6 3 7 )  

CN - Canada-Limited r* 

f: 

General Securities 
Registered Representative 
6 3 8 )  

ET - Equity Trader (S55) 

REGISTRATION 2 :  
Y 2 ) .  u z  CATEGORY 

X 
W x 

$ 2  s: 
AM - Allied Member 

AP - Approved Person 

LE - Securities Lending 
Representative 

LS - Securities Lending 
Supervisor 

ME - Member Exchange r- 
FE - Floor Employee 

OF - Officer 

CO - Compliance Official 

CF - Compliance Official 
Specialist (S14A) 

PM - Floor Member 
Conducting Public Business 

(S14) 
E 

x 
VI 
Y 

m s 
REGISTRATION 
CATEGORY Y 

U 

PC - Floor Clerk Conducting 
Public Business 

SC - Specialist Clerk (S21) I" 
TA - Trading Assistant (S25)  
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FP - Municipal Fund (S51) 

IF  - In-Firm Delivery Proctor l? f l  
MM - Market Maker 
Authorized Trader-Options 

FB - Floor Broker 

MB - Market Maker acting as 
Floor Broker 

r" 

(S44) 

OT - Authorized Trader (S7) 

Authorized Trader-Equities 
MT - Market Maker L lr: 

(S7) 

IB  - Investment Banking 
Representative (S79) 

OS - Operations 
Professional (S99) 
AF - Floor Broker - Options 

A 0  - Market Maker - 
Options 

AC - Floor Clerk - Options 

CT - Proprietary Trader 
Compliance Officer (S56, 
S14) 

PT - Proprietary Trader F 
6 5 6 )  
TP - Proprietary Trader 
Principal (S56, S24) 

Other 
(Paper Form Only) 

x1 

r r  

. .  . _  

5. JURISDICTION REGISTRATION 

-~ __ __ I__ __ - -  
Check appropriate jurisdiction(s) for  broker-dealer agent (AG) and/or investment adviser 

representative (RA) registration requests. I 

-- _LI_p 

JURISDICTION TION AG RA 

Alabama ITfL 
i 

,Alaska r iIndiana Rhode Island E f"? 
Arizona South Carolina TT" 
Arkansas South Dakota ITf 

i 

California l3l-l 
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Co I o rad0 

Connecticut r- ~lr;FNewYork 

sDelaware 

District of Columbia setts r: iNorth Dakota 

Florida 

Georgia ciOklahoma x 

Hawaii C E "est Virginia TT; 

Idaho I"c 
El? 

8 

i 
"hi0 1 

I 

9 
lwyom i ng 

6. REGISTRATION REQUESTS WITH AFFILIATED FIRMS 

Will applicant maintain registration with firm(s) under common ownership or control with the filing firm? 
I f  "yes", fill in the details to indicate a request for registration with additional firm(s). 

r y e s  @NO , 

No Information Filed 
7. EXAMINATION REQUESTS 

Scheduling or Rescheduling Examinations Complete this section only if you are scheduling or 
rescheduling an examination or continuing education session. Do not select the Series 63 (S63) or Series 
65 (S65) examinations in this section if you have completed Section 5 (JURISDICTION REGISTRATION) 
and have selected registration in a jurisdiction. I f  you have completed Section 5 (JURISDICTION 
REGISTRATION), and requested an AG registration in a jurisdiction that requires that you pass the S63 
examination, an S63 examination will be automatically scheduled for you upon submission of this Form U4 
I f  you have completed Section 5 (JURISDICTION REGISTRATION), and requested an RA registration in a 
jurisdiction that requires that you pass the S65 examination, an S65 examination will be automatically 
scheduled for you upon submission of this Form U4. 

ns4 rS16 rS30 c s 4 4  c s 5 5  nS82 
I"s5 cS17 r S 3  1 I 3 4 5  rS56 ES86 
r S 6  r s 2 2  cS32  cS46 rS62  rS87 

mss ES14 rS28 rS42  r s 5 3  ns79  

ms7 KS23 1-333 c S 5  1 I S 6 3  Cs99 
r s 9  cS24  17s37 rS52  rS65 c s 1 0 1  

cs11 cS27 r s 3 9  cS72  S2Ol 
KSlO rS26  KS38 cS66 rS106 

Other (Paper Form Only) 
OPTIONAL: Foreign Exam City Date (MMIDDIYYYY) 

8. PROFESSIONAL DESIGNATIONS 

7 

I 

I_-- --- - -- - - -- - - - - _- ____ -_ - 

$elect each designation you currently m 
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EEertifled Financial Planner 

*Chartered Financial Consultant (ChFC) 

LPersonal Financial Specialist (PFS) 
i 
EChartered Financial Analyst (CFA) 

EChartered Investment Counselor (CIC) 
I 

I F 

, 
I First Name: 
' RICHARD 

I 
1 

I suffix: 

' State/Provincc of Birth i COLORADO SPRINGS, COLORADO 

1 Height (ft) 

I Hair Color 
i Brown 

15 

Middle Name: Last Name: 
MARK SCHMERMAN 
Date of Birth 

Country of Birth Sex 
USA 

Height (in) Weight (Ibs) 
10 240 
Eye Color 
Brown 

@ Male 0 Female 

No Information Filed 

~--- -_ ----Li-_--__LII_II- -------- ----I _ _ - - ~  --..----- 
Starting with the current address, give all addresses for the past 5 years. Report changes as they occur. I 1 -  __l_l__-l^___.l-l^l ~ ----_-_- II ---- _l__l__~ I- 

I_--.- ___ ------_1- ---_lll---l-- _-- 
!Provide complete employment history for the past 10 years. Include the firh(s) noted in S e c t i o n 1  
/(GENERAL INFORMATION) and Section 6 (REGISTRATION REQUESTS WITH AFFILIATED FIRMS). Include all 
ifirm(s) from Section 3 (REGISTRATION WITH UNAFFILIATED FIRMS). Account for all time including full and 
;part-time employments, self-employment, military service, and homemaking. Also include statuses such as 
!unemployed, full-time education, extended travel, or other similar statuses. 
!Report changes as they occur. 
I --I-" .__- I 

t 
! 

___I_ _--_ _I__ ~" ---.---. _1--_"1__ 

FW 

01/1984 PRESENT ' SCHMERMAN ryes PHOENIX AZ USA 'VICE PRESIDENT 
BUILDINGS, LTD. No I 

- -_ - -  - -  
I PHOENIX AZ USA 'MEMBER 05/2010 PRESENT DIVERSIFIED @yes CNO 

I I FINANCIAL 
PLANNERS, LLC - .. . - . _I ~ -- - _ .  " -  
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PHOENIX @Yes  NO 06/1984 PRESENT DIVERSIFIED 
FINANCIAL TAX 
PLANNING 

01/1972 PRESENT E-Z CLOTHING & ryes PHOENIX 
JEWELRY, INC. No 

AZ 

AZ 

05/2008 03/2010 UNITED PLANNERS' pyes r No SCOTTSDALE AZ 
FINANCIAL 
SERVICES OF 
AMERICA 

USA 

USA 

Page 8 of 19 

TAX PLANNING 

VICE PRESIDENT 

USA REG REP 

USA REPRESENTATIVE 03/1999 03/2008 MUTUAL SERVICE @Yes (* No WESTPALM FL 
CORPORATION BECH 

PHOENIX AZ USA REPRESENTATIVE @Yes  NO 11/1989 03/1999 TITAN/VALUE 
EQUITIES GROUP, 
INC. 

11/1986 11/1989 VALUE EQUITIES @yes r No PHOENIX AZ USA REG REP 

11/1984 11/1986 DAVID TALBOT r y e s  F;: No TEMPE AZ USA OTHER 

CORPORATION 

13. OTHER BUSINESS 

- _ I  -_ I - I ~- I l_lllll llllll. -"- _ _ ~ - -  " I  I 

t Are you Gurrentlv engaged in any other business either as a proprietor, partner, officer, director, 
employee, trustee, agent or otherwise? (Please exclude non investment-related activity that is exclusively 
charitable, civic, religious or fraternal and is recognized as tax exempt.) If YES, please provide the 
following details: the name of the other business, whether the business is investment-related, the address 
of the other business, the nature of the other business, your position, title, or relationship with the other 
business, the start date of your relationship, the approximate number of hours/month you devote to the 
other business, the number of hours you devote to the other business during securities trading hours, and 
briefly describe your duties relating to the other business. 

@ Y e s r  NO 
DIVERSIFIED FINANCIAL, DBA, TAX PLANNING - OWNER -PHOENIX, AZ - SINCE 06/1984 - ACCOUNTING, 
BOOKKEEEPING, TAX PLANNING - SERVE AS OFFICER OR STATUTORY AGENT FOR CLIENTS (SCHMERMAN 

BUILDINGS LTD. VICE PRES., SINCE 01/1984; E-2 CLOTHING AND JEWERLY, INC., VICE PRES - SINCE 
01/1972; EATS N TREATS INC., STATUTORY AGENT - SINCE 01/2001; ACACIA MORTGAGE CORP., 

STATUTORY AGENT - SINCE 01/1984) 

14. DISCLOSURE QUESTIONS 

14A. (1) Have you ever: YES NQ 

C @  

r t =  

(a) been convicted of or pled guilty or nolo contendere ("no contest") in a domestic, 

(b) been charged with any felony? 
foreign, or military court to any felony? 

I (2) Based upon activities that occurred while you exercised control over it, has an 
, organization ever: 

(a) been convicted of or pled guilty or nolo contendere ("no contest") in a domestic or 
foreign court to any felony? 

https://crd.finra.org/frm/u4u5/CRD~FRM~U4U5ViewHist.aspx?FR=O&Re~um=&form=. . . 8/17/20 12 
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c- P :  (b) been charged with any felony? 

I Trading Commission ever: 

r P  
r P  
r P  

(1) found you to have made a false statement or omission? 

(2) found you to have been involved in a violation of its regulations or statutes? 

(3) found you to have been a cause of an investment-related business having its 
authorization to do business denied, suspended, revoked, or restricted? 

14D. (1) Has any other Federal regulatory agency or any state regulatory agency or 
foreign financial regulatory authority ever: 
(a) found you to have made a false statement or omission or been dishonest, unfair or 

(b) found you to have been involved in a violation of investment-related regulation(s) or 

(c) found you to have been a cause of an investment-related business having its 

P 

(7 

r @  
C P  

unethical? 

statute( s)? 

authorization to do business denied, suspended, revoked or restricted? 
(d) entered an order against you in connection with an investment-related activity? 

https://crd.finra.org/fim/u4u5/CRD~FRM~U4U5ViewHist .aspx?FR=O&Re~um=&form=. . , 8/17/20 12 I 
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(e) denied, suspended, or revoked your registration or license or otherwise, by order, 
prevented you from associating with an investment-related business or restricted 
your activities? 

r e 

(2) Have you been subject to any final order of a state securities commission (or 
any agency or officer performing like functions), state authority that 
supervises or examines banks, savings associations, or credit unions, state 
insurance commission (or any agency or office performing like functions), an 
appropriate federal 6anking agency, or the National Credit Union 
Administration, that: 
(a) bars you from association with an entity regulated by such commission, authority, r 

agency, or officer, or from engaging in the business of securities, insurance, banking, 
savings association activities, or credit union activities; or 

fraudulent, manipulative, or deceptive conduct? 
(b) constitutes a final order based on violations of any laws or regulations that prohibit r* [I;" 

L4E. Has any self-regulatory organization ever: 
(1) found you to have made a false statement or omission? 

( 2 )  found you to have been involved in a violation of its rules (other than a violation P 
designated as a "minor rule violation" under a plan approved by the U.S. Securities 
and Exchange Commission)? 

authorization to do business denied, suspended, revoked or restricted? 

suspending your association with its members, or restricting your activities? 
( 5 )  found you to have willfully violated any provision of the Securities Act of 1933, the 

Securities Exchange Act of 1934, the Investment Advisers Act of 1940, the 
Investment Company Act of 1940, the Commodity Exchange Act, or any rule or 
regulation under any of such Acts, or any of the rules of the Municipal Securities 
Rulemaking Board, or found you to have been unable to comply with any provision of 
such Act, rule or regulation? 

( 6 )  found you to have willfully aided, abetted, counseled, commanded, induced, or 
procured the violation by any person of any provision of the Securities Act of 1933, 
the Securities Exchange Act of 1934, the Investment Advisers Act of 1940, the 
Investment Company Act of 1940, the Commodity Exchange Act, or any rule or 
regulation under any of such Acts, or any of the rules of the Municipal Securities 
Ru lema ki ng Board? 

(7) found you to have failed reasonably to supervise another person subject to your 
supervision, with a view to preventing the violation of any provision of the Securities 
Act of 1933, the Securities Exchange Act of 1934, the Investment Advisers Act of 
1940, the Investment Company Act of 1940, the Commodity Exchange Act, or any 
rule or regulation under any of such Acts, or any of the rules of the Municipal 
Securities Rulemaking Board? 

r P  

t - 6  

(* (E" 

(3) found you to have been the cause of an investment-related business having its 

(4) disciplined you by expelling or suspending you from membership, barring or 

P P  

P 

L4F. Have you ever had an authorization to act as an attorney, accountant or federal 
contractor that was revoked or suspended? p 

L4G. Have you been notified, in writing, that you are now the subject of any: 
(1) regulatory complaint or proceeding that could result in a "yes" answer to any part of 

14C, D or E? (If yes, complete the Regulatory Action Disclosure Reporting Page.) 
( 2 )  investigation that could result in a "yes" answer to any part of 14A, B, C, D or E? (If 

yes, complete the Investigation Disclosure Reporting Page.) 

r? 

(E" r 
Civil Judici 

L4H. (1) Has any domestic or foreign court ever: 
(a) enjoined you in connection with any investment-related activity? 

YES NO 

r o  
(b) found that you were involved in a violation of any investment-related statute(s) or r (7 

regulation (s) ? 
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(c) dismissed, pursuant to a settlement agreement, an investment-related civil action 
brought against you by a state or foreign financial regulatory authority? 

(2) Are you named in any pending investment-related civil action that could result c, @ 
in a "yes" answer to any part of 14H(1)? 

Customer Complaint/Arbitration/Civil L 

141. (1) Have you ever been named as a respondent/defendant in an investment- 
related, consumer-initiated arbitration or civil litigation which alleged that you 
were involved in one or more sales practice violations and which: 
(a) is still pending, or; 

(b) resulted in an arbitration award or civil judgment against you, regardless of amount, 

(c) was settled, prior to 05/18/2009, for an amount of $10,000 or more, or; 

(d) was settled, on or after 05/18/2009, for an amount of $15,000 or more? 

(written or oral) complaint, which alleged that you were involved in one or 
more sales practice violations, and which: 
(a) was settled, prior to 05/18/2009 for an amount of $10,000 or more, or; 

(b) was settled, on or after 05/18/2009, for an amount of $15,000 or more? 

(3) Within the past twenty four (24) months, have you been the subject of an 
investment-related, consumer-initiated, written complaint, not otherwise 
reported under question 141(2) above, which: 
(a) alleged that you were involved in one or more sales practice violations and contained 

YES NC 

PI;' 
@ 

r P  
r 9  

or; 

(2) Have you ever been the subject of an investment-related, consumer-initiated 

c P  
c w  

F r 
a claim for compensatory damages of $5,000 or more (if no damage amount is 
alleged, the complaint must be reported unless the firm has made a good faith 
determination that the damages from the alleged conduct would be less than 
$5,000), or; 

(b) alleged that you were involved in forgery, theft, misappropriation or conversion of 
funds or securities? 

r 
Answer questions (4) and (5) below only for arbitration claims or civil litigation 
filed on or after 05/18/2009. 

(4) Have you ever been the subject of an investment-related, consumer-initiated 
arbitration claim or civil litigation which alleged that you were involved in one 
or more sales practice violations, and which: 
(a) was settled for an amount of $15,000 or more, or; 

(b) resulted in an arbitration award or civil judgment against any named respondent 
r c t  

(s)/defenda nt( s) , regard less of any amount? 
(5) Within the past twenty four (24) months, have you been the subject of an 

investmen t-rela ted, consu mer-i n i t ia ted arbitration cla i m or civi I I it ig a t ion not 
otherwise reported under questions 141(4) above, which: 
(a) alleged that you were involved in one or more sales practice violations and contained r 

a claim for compensatory damages of $5,000 or more (if no damage amount is 
alleged, the arbitration claim or civil litigation, must be reported unless the firm has 
made a good faith determination that the damages from the alleged conduct would 
be less than $5,000), or; 

(b) alleged that you were involved in forgery, theft, misappropriation or conversion of 
funds or securities? 

~r;* 

c B 

Termination Disclosure 

L4J. Have you ever voluntarily resigned, been discharged or permitted to resign after YES NC 

o r  
f i r  

allegations were made that accused you of: 
(1) violating investment-related statutes, regulations, rules, or industry standards of 

(2) fraud or the wrongful taking of property? 
conduct? 
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(3) failure to supervise in connection with investment-related statutes, regulations, rules or 
industry standards of conduct? 

Financial Disclosure 

L4K. Within the past 10 years: YES NO 

r (;" 

5;? 

(1) have you made a compromise with creditors, filed a bankruptcy petition or been the 
subject of an involuntary bankruptcy petition? 

(2) based upon events that occurred while you exercised control over it, has an organization 
made a compromise with creditors, filed a bankruptcy petition or been the subject of an 
involuntary bankruptcy petition? 

(3) based upon events that occurred while you exercised control over it, has a broker or 
dealer been the subject of an involuntary bankruptcy petition, or had a trustee 
appointed, or had a direct payment procedure initiated under the Securities Investor 
Protection Act? 

r p 

P I ; *  L4L. Has a bonding company ever denied, paid out on, or revoked a bond for you? 

L4M. Do you have any unsatisfied judgments or liens against you? r c  

15. SIGNATURE SECTION 

- --_I_-__ _- .  l - l l l l l ~ l _ _ l _  II 111- -~ I____ I _ _  -_ --111 ._ I __ _ 
Please Read Carefully 
All signatures required on this Form U4 filing must be made in this section. 

A "signature" includes a manual signature or an electronically transmitted equivalent. For purposes of an 
electronic form filing, a signature is effected by typing a name in the designated signature field. By 
typing a name in this field, the signatory acknowledges and represents that the entry constitutes in 
every way, use, or aspect, his or her legally binding signature. 
15A INDIVIDUAL/APPLICANT'S ACKNOWLEDGMENT AND CONSENT 

15B FIRM/APPROPRIATE SIGNATORY REPRESENTATIONS 

15C TEMPORARY REGISTRATION ACKNOWLEDGMENT 

This section must be completed on all initial or Temporary Registration form filings. 

This section must be completed on all initial or Temporary Registration form filings. 

This section must be completed on Temporary Registration form filings to be able to receive 
Temporary Registration. 
INDIVIDUAL/APPLICANT'S AMENDMENT ACKNOWLEDGMENT AND CONSENT 
This section must be completed on any amendment filing that amends any information in Section 
14 (Disclosure Questions) or any Disclosure Reporting Page (DRP). 

15E FIRM/APPROPRIATE SIGNATORY AMENDMENT REPRESENTATIONS 
This section must be completed on all amendment form filings. 

15F FIRM/APPROPRIATE SIGNATORY CONCURRENCE 
This section must be completed to concur with a U4 filing made by another firm (IA/BD) on behalf 
of an individual that is also registered with that other firm (IA/BD). 

15D 

1 

I f  an applicant has been registered in a jurisdiction or self regulatory organization (SRO) in the 30 days 
prior to the date an application for registration is filed with the Central Registration Depository or 
Investment Adviser Registration Depository, he or she may qualify for a Temporary Registration to 
conduct securities business in that jurisdiction or SRO i f  this acknowledgment is executed and filed with 
the Form U4 at the applicant's firm. 

This acknowledgment must be signed only if the applicant intends to apply for a Temporary Registration 
while the application for registration is under review. 
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I request a Temporary Registration in each jurisdiction and/or SRO requested on this Form U4, while my 
registration with the jurisdiction(s) and/or SRO(s) requested is under review; 

I am requesting a Temporary Registration with the firm filing on my behalf for the jurisdiction(s) and/or 
SRO(s) noted in Section 4 (SRO REGISTRATION) and/or Section 5 (JURISDICTION REGISTRATION) of 
this Form U4; 

I understand that I may request a Temporary Registration only in those jurisdiction(s) and/or SRO(s) in 
which I have been registered with my prior firm within the previous 30 days; 

I understand that I may not engage in any securities activities requiring registration in a jurisdiction 
and/or SRO until I have received notice from the CRD or IARD that I have been granted a Temporary 
Registration in that jurisdiction and/or SRO; 

I agree that until the Temporary Registration has been replaced by a registration, any jurisdiction and/or 
SRO in which I have applied for registration may withdraw the Temporary Registration; 

I f  a jurisdiction or SRO withdraws my Temporary Registration, my application will then be held pending 
in that jurisdiction and/or SRO until its review is complete and the registration is granted or denied, or 
the application is withdrawn; 

I understand and agree that, in the event my Temporary Registration is withdrawn by a jurisdiction 
and/or SRO, I must immediately cease any securities activities requiring a registration in that 
jurisdiction and/or SRO until it grants my registration; 

I understand that by executing this Acknowledgment I am agreeing not to challenge the withdrawal of a 
Temporary Registration; however, I do not waive any right I may have in any jurisdiction and/or SRO 
with respect to any decision by that jurisdiction and/or SRO to deny my application for registration. 

Date (MM/DD/YYYY) Signature of Applicant 
06/21/2010 RICHARD M. SCHMERMAN 

Signature 

15D. AMENDMENT INDIVIDUAL/APPLICANT' ONSE 

Date (MM/DD/YYYY) Signature of Applicant 
06/21/2010 RICHARD M. SCHMERMAN 

Signature 

15E. FIRM/APPROPRIATE S I  

Date (MM/DD/YYYY) 
06/21/2010 RICHARD M. SCHMERMAN 

Signature of Appropriate Signatory 

Signature 

BANKRUPTCY/SIPC/COMPROMISE WITH CREDITORS DRP 

No Information Filed 
BOND DRP 

No Information Filed 
CIVIL JUDICIAL DRP 

No Information Filed 

No Information Filed 
CUSTOMER COMPLAINT/ARBITRATION/CIVIL LITIGATION DRP 
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:heck the question(s) you are responding to, regardless of whether you are answering the 
question(s) "yes" or amending the answer(s) to "no": 

CUSTOMER CO LAINT/ARBITRATION/CIVIL LIT1 Rev. DRP (0 

14I(l)(a) !? 141(2)(a) P 141(3)(a) BIT! 141(4)(a) fT; 141(5)(a) r 14I(l)(b) 141(2)(b) 141(3)(b) 141(4)(b) irsfj 141(5)(b) r 14I(l)(c) 
14I(l)(d) 

)ne matter may result in more than one affirmative answer to the above items. Use a single DRP to report 
letails relating to a particular matter (i-e., a customer complaint/arbitration/CFTC reparation/civil 
itigation). Use a separate DRP for each matter. 

DRP Instructions: 

Complete items 1-6 for all matters (i.e., customer complaints, arbitrations/CFTC reparations and 
civil litigation in which a customer alleges that you were involved in sales practice violations and 
you are & named as a party, as well as arbitrations/CFTC reparations and civil litigation in which 
you are named as a party). 
I f  the matter involves a customer complaint, or an arbitration/CFTC reparation or civil litigation in 
which a customer alleges that you were involved in sales practice violations and you are not named 
as a party, complete items 7-11 as appropriate. 
I f  a customer complaint has evolved into an arbitration/CFTC reparation or civil litigation, amend 
the existing DRP by completing items 9 and 10. 
I f  the matter involves an arbitration/CFTC reparation in which you are a named party, complete 
items 12-16, as appropriate. 
I f  the matter involves a civil litigation in which you are a named party, complete items 17-23. 
I tem 24 is an optional field and applies to all event types (i.e., customer complaint, 
arbitration/CFTC reparation, civil litigation). 

:omplete items 1-6 for all matters (i.e., customer complaints, arbitrations/CFTC reparations, civil 
itigation). 

1. Customer Name(s): 
GLORIA AIKEN / ELIZABETH AIKEN 

2. A. Customer(s) State of Residence (select "not on list" when the customer's residence is a foreign 
address) : 
Arizona 
8. Other state(s) of residence/detail: 

3. Employing Firm when activities occurred which led to the customer complaint, arbitration, CFTC 
reparation or civil litigation: 
UNITED PLANNERS FINANCIAL SERVICES OF AMERICA 

4. Allegation(s) and a brief summary of events related to the allegation(s) including dates when activities 
leading to the allegation(s) occurred: 
IN  MAY 2005, PRIOR TO JOINING UNITED PLANNERS, MR. SCHMERMAN RECEIVED A CHECK FROM 
GLORIA AIKEN FOR $175,000. THIS CHECK WAS MADE OUT TO HIS DBA (DIVERSIFIED FINANCIAL) 
AND DEPOSITED IN TO HIS CHECKING ACCOUNT. THE CUSTOMER FUNDS WERE GIFTED TO HER 
DAUGHTER IN AUGUST 2008; HOWEVER, UNITED PLANNERS BELIEVED THAT THE ASSETS WERE 
NEVER INVESTED IN  EITHER GLORIA AIKEN'S OR ELIZABETH AIKEN'S NAME. MR. SCHMERMAN 
PROVIDED PAYMENTS BACK TO THE AIKENS WITH INTEREST SINCE 2005 AND IT  WAS NOTED BY 
MR. SCHMERMAN AND ELIZABETH AIKEN (GLORIA AIKEN I S  NOW DECEASED) THAT THE REMAINING 
BALANCE WAS $12,500 PLUS ANY INTEREST. UNITED PLANNERS CONDUCTED AN UNANNOUNCED 
AUDIT AND INVESTIGATED THE MATTER. ADDITIONALLY, UNITED PLANNERS PROVIDED ELIZABETH 
AIKEN WITH THE REMAINING BALANCE OF HER ACCOUNT ($12,784.15). UNITED PLANNERS ALLEGED 
THAT THERE WAS EVIDENCE OF COMMINGLING. 
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5. Product Type(s): (select all that apply) 

No Product 
Annuity-Charitable 

Annuity-Fixed 
Annuity-Variable 

E Banking Products (other 
than CDs) 

CD 
Commodity Option 

E Debt-Asset Backed 
!? Debt-Corporate 

Debt-Government 
r: Debt-Municipal 

r- Derivative 171 Mutual Fund 
f7 Direct Investment-DPP & LP 
Interests 
c Equipment Leasing fll Options 
!- Equity Listed (Common & 
Preferred Stock) 

Oil & Gas 

E Penny Stock 

Equity-OTC Prime Bank Instrument 

Futures Commodity Promissory Note 
fll Futures-Financial Real Estate Security 
17 Index Option Security Futures 
171 Insurance Unit Investment Trust 

Investment Contract TT; Viatical Settlement 
Money Market Fund Other: 

6. Alleged Compensatory Damage Amount: 
$ 12,500.00 

@ Exact Explanation (If no damage amount is alleged, the complaint must be reported unless 
the firm has made a good faith determination that the damages from the alleged conduct would be 
less than $5,000): 

f the matter involves a customer complaint, arbitration/CfTC reparation or civil litigation in which a 
:ustomer alleges that you were involved in sales practice violations and you are not named as a party, 
:omplete items 7-11 as appropriate. 

dote: Report in Items 12-16, or 17-23, as appropriate, only arbitrations/CFTC reparations or civil litigation 
n which you named as a party. 

7- A. Is  this an oral complaint? 

r Yes @ NO 
8. I s  this a written complaint? 

g Yes r NO 
C. Is this an arbitration/CFTC reparation or civil litigation? 

cl Yes 12 NO 

I f  yes, provide: 
i. Arbitration/reparation forum or court name and location: 

ii. Docket/Case#: 

iii. Filing date of arbitration/CFTC reparation or civil litigation (MM/DD/YYYY): 
D. Date received by/served on firm (MM/DD/YYYY): 

02/26/2010 @ Exact r' Explanation 
I f  not exact, provide explanation: 

8. I s  the complaint, arbitration/CFK reparation or civil litigation pending? 

r Yes @ NO 
If "No", complete item 9. 

9. I f  the complaint, arbitration/CFTC reparation or civil litigation is not pending, provide status: 
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Closed/No Action fJ: Withdrawn E Denied R 
Settled 

Arbitration Award/Monetary Judgment (for claimants/plaintiffs) 
f"I; Arbitration Award/Monetary Judgment (for respondentddefendants) 

Evolved into Arbitration/CFTC reparation (you are a named party) 
17 Evolved into Civil litigation (you are a named party) 

F status is arbitration/CFTC reparation in which you are not a named party, provide details in item 7C. 
F status is arbitration/CFK reparation in which you are a named party, complete items 12-16. 
F status is civil litigation in which you are a named party, complete items 17-23. 

LO. Status Date (MM/DD/YYYY): 

03/05/2010 @ Exact Explanation 
I f  not exact, provide explanation: 

1 1. Settlemen t/Awa rd/Monetary Judgment : 
A. Settlement/Award/Monetary Judgment amount: 
$ 12,784.15 
6. Your Contribution Amount: 
$ 12,784.15 

F the matter involves arbitration or CFfC reparation in which you are a named respondent, complete item! 
2-16, as appropriate. 

12. A. Arbitration/CFK reparation claim filed with (FINRA, AAA, CFK, etc.) : 

6. Docket/Case# : 
C. Date notice/process was served (MM/DD/YYYY): 

r Exact Explanation 
I f  not exact, provide explanation: 

13. I s  arbitration/ CFfC reparation pending? 

r Yes r NO 

f "No", complete item 14. 

14. If the arbitration/CFTC reparation is not pending, what was the disposition? 
Award to Applicant Award to Customer 17 Denied r 
Judgment (other than monetary) No Action Settled c 

Dismissed 

Withdrawn 

(Agent/ Representative) 

Other : 

15. Disposition Date (MM/DD/YYYY): 

Exact Explanation 
If not exact, provide explanation: 

16. Monetary Compensation Details (award, settlement, reparation amount) : 
A. Total Amount: 

B. Your Contribution Amount: 
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the matter involves a civil litigation in which you are a defendant, complete items 17-23. 

7. Court in which case was filed: 

Federal Court State Court Foreign Court 
A. Name of Court: 

8. Location of Court (City or County and State or Country): 

C. Docket/Case# : 

8. Date notice/process was served (MM/DD/YYYY): 

r Exact Explanation 
I f  not exact, provide explanation: 

.9. I s  the civil litigation pending? 

r Yes r NO 

' "No", complete item 20. 

!O. I f  the civil litigation is not pending, what was the disposition? 
E Denied n Dismissed 

Monetary Judgment to Applicant (AgenVRepresentative) 

No Action 
Other : 

n Settled 

r Military Court Other : 

17 Judgment (other than 
monetary) 

Monetary Judgment to 
Customer 

Withdrawn 

11. Disposition Date (MM/DD/YYYY): 

r Exact Explanation 
I f  not exact, provide explanation: 

22. Monetaw Compensation Details (judgment, restitution, settlement amount): 
A. Total Amount: 

B. Your Contribution Amount: 

23. If action is currently on appeal: 

Exact r Explanation 

A. Enter date appeal filed (MM/DD/YYYY): 

If not exact, provide explanation: 

B. Court appeal filed in: 

r Federal Court r State Court r Foreign Court 
i. Name of Court: 

ii. Location of Court (City or County and State or Country): 

iii. Docket/Case#: 

r Military Court r Other : 

https://crd.finra.org/frm/u4u5/CRD~FRM_U4U5ViewHist.aspx?FR=O&Re~um=&fo~=. . . 8/17/20 1 2 
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24. Comment (Optional). You may use this field to  provide a brief summary of the circumstances leading 
to the customer complaint, arbitration/CFK reparation and/or civil litigation as well as the current 
status or final disposition(s). Your information must fit within the space provided. 
I N  EARLY 2005, MR. SCHMERMAN WAS INTRODUCED TO GLORIA AIKEN ("GLORIA"). GLORIA GAVE 
MR. SCHMERMAN A CHECK I N  THE AMOUNT OF $175,000 (THE "AIKEN FUNDS"), MADE PAYABLE TO 
DIVERSIFIED FINANCIAL, WITH A REQUEST THAT HE SEND THE AIKEN FUNDS TO A THIRD PARTY 
FOR SAFE-KEEPING. DIVERSIFIED FINANCIAL I S  A DBA OF MR. SCHMERMAN, THAT HE USES FOR 
NON-PERSONAL ACTIVITY, WHICH INCLUDES BROKERAGE AND INVESTMENT ADVISORY SERVICES 
AS WELL AS HIS TAX CONSULTING AND PREPARATION SERVICES. NEITHER GLORIA NOR HER 
DAUGHTER, ELIZABETH AIKEN ("ELIZABETH"), WERE BROKERAGE OR INVESTMENT ADVISORY 
CLIENTS OF MR. SCHMERMAN, NOR DID THEY INTEND TO FORM SUCH A RELATIONSHIP. WITH THE 
KNOWLEDGE AND CONSENT OF GLORIA AND ELIZABETH, MR. SCHMERMAN DEPOSITED THE AIKEN 
FUNDS INTO DIVERSIFIED FINANCIAL'S ACCOUNT AND TRANSFERRED THE AIKEN FUNDS TO A 
THIRD PARTY I N  FLORIDA WHERE THE AIKEN FUNDS ACCRUED INTEREST FOR THE BENEFIT OF 
GLORIA AND LATER ELIZABETH. THE AIKEN FUNDS WERE NEVER INTENDED TO BE BROKERAGE 
ASSETS OR ASSETS UNDER MR. SCHMERMAN'S MANAGEMENT. NONE OF MR. SCHMERMAN, 

AIKEN FUNDS, EVER COLLECTED COMMISSIONS OR FEES FOR ANY TRANSACTIONS OR FOR THE 
MANAGEMENT OF THESE FUNDS. SINCE 2005, MR. SCHMERMAN HAS MADE DISTRIBUTIONS OF THE 
AIKEN FUNDS TO GLORIA AND/OR ELIZABETH AT THEIR REQUEST. I N  MARCH 2010, ELIZABETH 
TRIED TO CONTACT MR. SCHMERMAN REGARDING THE REMAINING BALANCE OF THE AIKEN FUNDS. 
WHEN MR. SCHMERMAN WAS NOT IMMEDIATELY AVAILABLE, ELIZABETH CONTACTED UNITED 
PLANNERS. UNITED PLANNERS RETURNED THE REMAINING BALANCE OF $12,784.15 TO ELIZABETH. 
THE CALL ALSO PROMPTED AN UNANNOUNCED AUDIT BY UNITED PLANNERS. AFTER UNITED 
PLANNERS COMPLETED ITS UNANNOUNCED AUDIT AND INTERVIEW OF ELIZABETH, UNITED 
PLANNERS NOTED THAT ELIZABETH'S ACCOUNT OF THE FACTS I N  THIS MATTER WAS CONSISTENT 
WITH MR. SCHMERMAN'S ACCOUNT OF THE FACTS I N  THIS MATTER. MR. SCHMERMAN WAS 
NOTIFIED BY UNITED PLANNERS THAT NO OTHER COMPLIANCE ISSUES AROSE DURING ITS 
INQUIRY. 

DIVERSIFIED FINANCIAL, HIS BROKER-DEALER, HIS INVESTMENT ADVISER OR THE HOLDER OF THE 

INVESTIGATION DRP 

No Information Filed 

No Information Filed 

No Information Filed 

Check the question(s) you are responding to, regardless of whether you are answering the 
;question(s) "yes" or amending the answer(s) to "no": 

RMINAT Rev. DRP (05/2009) 
8 

E 143(1) E 143(2) 143(3) 

lone event may result in more than one affirmative answer t o  the above items. Use only one DRP t o  report 
ldetails related to  the same termination. Use a separate DRP for each termination reported. 

1. Firm Name: 
, UNITED PLANNERS FINANCIAL SERVICES OF AMERICA 

2. Termination Type: 
Discharged 
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3 .  Termination Date: 

03/10/2010 @ Exact t? Explanation 
I f  not exact, provide explanation: 

1. Allegation(s): 
THE FIRM ALLEGED THAT AFTER INVESTIGATION MR. SCHMERMAN COMMINGLED CLIENT ASSETS 
WITH HIS CHECKING ACCOUNT. 

5. Product Type(s): (select all that apply) 
No Product Derivative r- Mutual Fund 

E Annuity-Charitable Direct Investment-DPP & LP r Oil & Gas 
Interests 

r Annuity-Fixed Equipment Leasing K Options 
n Annuity-Variable fT5 Equity Listed (Common & Penny Stock 

Preferred Stock) 
r Banking Products (other r Equity-OTC f7 Prime Bank Instrument 
than CDs) 
f7 CD fT5 Futures Commodity r Promissory Note 
r Commodity Option Futures-Financial f? Real Estate Security 
r: Debt-Asset Backed Index Option Security Futures 

Debt-Corporate r Insurance r Unit Investment Trust 
Debt-Government t: Investment Contract I? Viatical Settlement 

17 Debt-Municipal E Money Market Fund r Other: 

6. Comment (Optional). You may use this field t o  provide a brief summary of the circumstances leading 
t o  the termination. Your information must fit within the space provided. 
NEITHER MR. SCHMERMAN NOR THE AIKENS INTENDED TO FORM A BROKER/CUSTOMER OR 
INVESTMENT ADVISER/CLIENT RELATIONSHIP WITH REGARD TO THE AIKEN FUNDS. THERE WAS NO 
EXPECTATION ON THE PART OF THE AIKENS THAT THEY WOULD RECEIVE BROKERAGE OR 
INVESTMENT ADVISORY SERVICES AND NO BROKERAGE OR INVESTMENT ADVISORY SERVICES OF 
ANY KIND WERE PERFORMED BY MR. SCHMERMAN OR DIVERSIFIED FINANCIAL ON BEHALF OF THE 
AIKENS. NEITHER MR. SCHMERMAN NOR DIVERSIFIED FINANCIAL, EVER COLLECTED COMMISSIONS 
OR FEES I N  CONNECTIONS WITH OF THE AIKEN FUNDS. AFTER COMPLETING ITS INQUIRY, UNITED 

THIS MAlTER WAS CONSISTENT WITH MR. SCHMERMAN'S ACCOUNT. ALL OF THE AIKEN FUNDS, 
TOGETHER WITH INTEREST, WERE RETURNED TO GLORIA AND/OR ELIZABETH UPON THEIR 
REQUEST. FINALLY, NO OTHER COMPLIANCE ISSUES WERE IDENTIFIED BY UNITED PLANNERS 
DURING THEIR INQUIRY. 

PLANNERS NOTED, I N  MR. SCHMERMAN'S FORM U-5, THAT ELIZABETH'S ACCOUNT OF THE FACTS I N  

Privacy Legal 
@2012 FINRA All rights reserved FINRA is a registered trademark of the Financial Industry Regulatory Autharity lnc 

Use of Web CRD@", IARDTM, or PFRDTM is governed by the Terms & Conditions. 
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March 29,2010 
Y 

l.z 

Douglas C Hall, Vice President Compliance 
United Planners’ Financial Services of America 
P.O. Box 5750 
Scottsdale, AZ 85261-5750 i: 

Re: Termifiation of salesman Richard Schmerman, CRD # 1302988 

* 

k 

MATTHEW J. NEUBERT 
DIRECTOR ;j 

SECURlTtESCWIWN 
1300 West Washington, Third Floor 

TELEPHONE: (602) 542-4242 
FAX: (602) 5 7470 

P~OWI~X, AZ a5007 

E-MAIL: securities r iv@azcc.gov 

Dear Mr. Hall, 

The Securities Division notes the above-captioned salesman was discharged kom your firm on 
March 10,2010 with the termination comment: “[tlhe Finn determined after an investigation, 
that Mr. Schmerman comingled client assets with his checking account.” 

Please provide additional detail concerning this conduct, including any documents collected or 
report created during your investigation, any statement made by the salesman concerning this 
conduct, and the name(s) and account number(s) of Arizona clients involved. 

Thank you in advance for your cooperation. If you have any questions, please contact me at 
(602) 542-0679. 

. 

Sharleen A. Day 
Chief Counsel of Registration and Compliance 

i, 
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UNITEDPLANNERS’ 
FINANCIAL SERVICES 

OF AMERICA 

A LIMITED PARTNERSHIP 

7333 EAST DOUBLETREE RANCH ROAD, SUITE 120, SCO7TSDALE, ARIZONA 85258 
TEL (480) 99 1-0225 FAX (480) 99 1-27 1 4  

April 14Ih, 2010 

Arizona Corporation Commission 
Attn: Shirley Day 
1200 W. Washington 
Phoenix, AZ 85007 1 AfiIZCNA COR? COMMISSION 1 

SECURITIES OlViSlON 

Re: Richard Schmerman CRD#1302988 

Dear Ms. Day, 

On Friday February 26‘h, I was contacted by Michelle Thetford of Schwab Institutional 
(SI) Compliance. Michelle indicated that SI received correspondence on February 25‘h 
from Liz Aiken. Ms. Aiken indicated that Mr. Schmerman (“Schmerman”) was slow to 
provide her access to her account and was hoping to go directly to SI to access her b d s .  
SI informed Ms. Aiken that she opened an account with them; however the account was 
never funded. Ms. Aiken provided SI information that she had regarding her account. 

On Monday March lst, an unannounced audit of Mr. Schmermm’s office location was 
conducted by Aaron Somers and me. Schmerman was not immediately at the office 
when we arrived. We interviewed his office staff (Amy Montaldo and Megan 
Smallwood). Both Aaron and I concluded that it appeared that they were not aware of or 
had access to information relating to this matter. It also appears that they have limited 
industry knowledge and did administrative tasks as they were told. We requested 
Elizabeth Aiken’s (the daughter) client file, Gloria Aiken’s (the deceased mother) client 
file, all incoming and outgoing correspondence, and Schmerman’s general ledger since 
joining United Planners. Mr. Schmerman maintained the enclosed documents for 
Elizabeth Aiken; however no document was located for Gloria. Please note that all 
Aiken documents were located during the March 1’‘ audit and United Planners was not 
aware of Elizabeth or Gloria Aiken prior to the February 26* phone call. Shortly after we 
began, Schmerman returned to the office. He provided hard copies of bank statements. 
Schmerman indicated that he did not maintain a general ledger nor did he utilize a 
computer regarding his financial records, 1 perform a review of the bank statements. Jt 
was difficult to determine the nature of some of the transactions without a general ledger 
description (example “withdrawal made in a branchktore” or “deposit”). 

I then addressed Ms. Aiken concern directly with Schmerman. He indicated the 
following: 
Ms. Aiken and her mother were friends of one of his larger clients (Joan and Walt 
hlagen). According to Schmerman, the Magen’s asked him to assist Gloria Aiken. 
Schmerman indicate that Gloria Ai ken was concerned that she would “lose access” 
(AHCCCS Benefit from the Stat: of AZ?) if the assets were in her name. Schmerman 
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could not provide a clear explanation on the details of the arrangement and indicated that 
the arrangement occurred a while ago (5  to 6 years ago). He said that the orighal amount 
on the Aiken investment was $175,000 (which Liz Aiken confirmed). He also indicated 
that he forwarded the Aiken funds to a Michael Weinstein in Hallandale, FL. 
Schmerman said that Weinstein was a friend of his father and that he invested the 
$175,0oO in a money market ~ i n t e r ~ t  bearing account (he was very vague and 
indicated that he didn’t know the registration of the account). Schmerman provided a 
phone number for Weinstein on Thursday (m). This number rang and &re 
were no answer and no answering machine. Schmerman went on to say that whenever 
Gloria or Liz Aiken needed funds, he would receive a request and would contact 
Weinstein. Weinstein would forward a check made out to Diversified Financial 
(Schmerman’s DBA) and he would deposit the cheek into his Wells Fargo checking 
account and then withdrawal the funds via a ashier’s check and redeposit the funds into 
Ms. Aiken’s Chase account. 

I received “account statements” c rxl by Schmennan ( h m  both Schmerman and 
Aiken), The statements were addressed to a Stephanie Bivens. Note: According to Liz 
Aiken, Ms. Bivem is an eider law attorney that ussists Liz A i h n  with issues rehting to 
her mother Gloria in 2008. In the d o ~ u ~ e n t ~  provided by Liz Aiken via SI, a letter dated 
August I.?““, 2008 from ~ ~ h m e r ~ u n  to Bivens noted a giJ of $11 7,204 from Gloria to 
Elizabeth, The letter indicates that the trans er was @om Gloria’s SI account (no 
account # given) to Elizabeth 3 SI account (# fl 6196). Schmman admitted that 
Gloria did not have a SI account and Liz Aiken’s SI account was not fimded. Our 
understanding is that the August 2008 letter was done because Ms. Biven’s needed 
something to reflect the change of account registration. 

On March 2”d I received a follow up call from Kip at SI. We were able to determine 
consistency in certain items relating to this matter during the conversation, Kip indicated 
that Liz Aiken said that she did receive her money back from Schmerman, but recently 
there was a delay in service which is why she contacted SI. Kip  can^^^ that Liz 
Aiken indicated the amount outstanding is $12,500, that the loan was originally $175,000 
and the SI account was never funded. I told Kip that we conducted a surprise audit and 
we would continue to communicate with SI. That day I contacted Ms. Aiken by phone. 
She confirmed again that she was paid everything back except $12,500 and that 
Schmerman was to provide the remaining funds to her this Friday. She indicated that she 
had multiple emails from Schmeman requesting payment irnd she forwarded ten emails. 
She also indicated that there were “statements” that Schmerman provided and she would 
fax them to me. Ms. Aiken clarified that the origind deposit of $175,000 in May of 2005 
was in her mother‘s name and that the gifting issue was not addressed until August 2008. 

On March 3‘d, Kate Hapeman completed the audit started on Monday. I also contacted 
Ms. Aiken an March 3rd to request additional documentation. She confirmed again that 
the pending amount was $12,500. She noted that she would fax the remaining documents 
to me this afternoon. 1 verified that her mother account was opened in May 2005 and that 
there was no gifting /Sr. Assistance issue until August of 2W8. She noted that there were 



no documents signed by her or Gloria regarding the gifting. The only document is the 
one provided by Schmerman. 

On Thursday March 4th, Schmerman came to the home office and met with Sr. 
Management at 9:30 AM. Numerous questions were asked. Schmerman indicated that 
there were no other active clients. Mr. Schmerman provided Weinstein's number and the 
total payoff figure for Aiken with interest was $12,784.15. I provided Ms. Aiken a 
release via email and she indicated that she would be in the area on Friday to receive her 
settlement check. 

On Friday March 5*, United Planners issued a check to make Ms. Aiken whole. When 
she arrived she indicated that she had not signed the release. After a discussion, United 
Planners provided her the settlement check. 

. 

As noted previously, United Planners became aware of this matter on Friday February 
26th. An unannounced audit was conducted on Monday, March 1". Mr. Schmerman was 
questioned further on March 4th. United Planners made Ms. Aiken whole on Friday, 
March 5th. At the conclusion of our investigation, United Planners terminated Mr. 
Schmerman for cause and file a disclosure filing, complaint filing, and noted Mr. 
Schmerman's Form U-5 on Wednesday, March 1 Oth. Please note that this activity started 
prior to Mr. Schmerman's affiliation with United Planners. I have enclosed supporting 
documents for your review. 

Sincerely, 

Doug Hall 
Vice President, Chief Compliance Officer 

Encl. 
Cc: File 
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FINANCIAL SERVICES 

OF AMERfCA 
A UMTTCLL) PARTNERSHIP 

7333 EAST DOUBLETREE RANCH ROAD, SUITE 120, SCOTTSOALE, ARlZONA 85258 
TEL (460) 99 1-0225 FAX (480) 99 1-27 14 

March 10,2010 

Richard M. Schmerman 

Mr. Schmerman, 

After conducting an internal review, United Planners has determined to termination your affiliation. 
Our findings note that you have commingled client funds with an account that you control. This i s  a 
violation of firm policy and NASI) Conduct Rules. The termination is effective as of the date of this 
letter. United Planners has turned off access to all systems that you have to access United Planners 
information. Additionally, Unlted Planners has notified Schwab Institutional that you are no longer 
associated with our advisory program. 

Please note that you can no longer hold yourself out as affiliated with United Planners. This means that 
you must immediately remove United Planners from your voicemail and phone greeting. All business 
cards and letterhead that references United Planners must be forwarded to Untted Planners or 
destroyed. You are also required to  return the United Planners plague to my attention. 

If you have any questions, t will be available on Friday March lZm. Please contact me a t  (480) 991-0225, 

Sincerely, 

Doug Hall 
Vlce President, CCO 

Cc: File 
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Dawn S. Easlon 

From: 
Sent: 
To: 
Subject: 

Tracking Updates@fedex.com 
Friday, March 12,2010 9:s AM 
dsmcmahon~unit~dpl~nnefs.~om 
FedEx Shipment 793344676781 Delivered 

Follow Up Flag: Follow up 
Flag status: Completed 

This tracking update has been requested by: 

Company Name:United Planners 
Name : Dawn Easlon 
E-mail : dsmcmahoncgunitedplanners. corn 

Our records indicate that the following shipment has been delivered: 

Ship (P/W date: Mar 11, 2010 
Delivery date: Mar 12, 2010 9248 AM 

Sign for by: 

service type: PedEx First Overnight 
Packaging type : FedEx Envelope 

Weight: 0.50 lb. 
Special handling/Services: Residential Delivery 

Tracking number: 793344676781 

Shipper Infomation 
Dawn Easlon Recipient Information 
United Planners Richard M. Schmerman 
7333 E. Doubletree Ranch Road - 
Scottsdale A2 
AZ us 
us - 

Signature not required 
1 ivere8 to : Ret3 idence 

Number of pieces: 1 

Deliver weekbay 

Suite 120 - 
= 
Please do not respond to this message. This email was sent from an unattended 
mailbox. This report was generated at approximately 10:54  AM CBT 
on 03/12/2010. 
barn more about new ways to track with PedEx. 

All wtighte are estimated. 

To track the latest statue of your shipment, click on the tracking IUmber above, 
or visit us at Fedex.com, 
This tracking update has been sent to you by FedEx on the behalf of  the 
Requestor noted above. FedEx does not validate the authenticity of the 
requestor and does not validate, guarantee or warrant the authenticity of the 

1 

mailto:Updates@fedex.com
http://Fedex.com


request, the requestor's message, he accuracy of this tracking u p d a m  For 
tracking results and fedex.com's of use, go to fedex.com. 

Thank you for your business. 
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Wells Fargo Bank, N.A. 
Scottsd%lle, A2 85253 

PH.4tG991-0225 -1221 
7333 EAST WUBLRREE W C H  ROAD. Sum 120 
m a .  Az 85258 

‘TWELVE THOUSAND SEVEN HUNDRED EIGHTY-FOUR AND 15 I 100 * 

Invoice Amount Amount Paid 
$1 2,784.t5 $12,784.15 Invoice Number Invoice Descriotion Date 

Settlement 03/05/10 AlKENl00305 VI” I) 



RELEASE AND SETTLEMENT AGREEMENT (“SETTLEMENT”) 

FOR AND IN CONSIDERATION of $12,784.1 5, payable by United Planners Financial Services 
of America (“United Planners”) to Elizabeth Aiken to compensate for the remainder of funds 
handled by Richard Schmerman. 

Elizabeth Aiken, individually and on behalf of her children, heirs, executors, beneficiaries, 
agents, employees, trust and assigns (hereinafter collectively referred to as “Releasor”) does 
hereby fully release, acquit and forever discharge United Planners and Richard Schmerman, a 
Registered Representative of United Planners, and their respective predecessors, successors, 
officers, directors, attorneys, employees, agents, and representatives past, present, and future 
(hereinafter collectively referred to as “Releasee”) (Releasor and Releasee hereinafter referred to 
as “the Parties”), from any and all suits, claims, causes of action, demands and liabilities which 
arise from or in any way relate to the finds handled by Mr. Schmerman. 

Releasor covenants and agrees that she will not hereafter directly or indirectly commence or act 
to cause or encourage the commencement of any suit, at law or equity, or any arbitration, or any 
administrative, regulatory or self-regulatory investigation, complaint or proceeding relating to or 
based on any claim hereby released. Releasor agrees to maintain the confidentiality of this 
Agreement and prevent disclosure to anyone of the terms of this Agreement, unless required to 
make disclosure by lawful court process or regulatory agency. 

Releasor has had an opportunity to read this Agreement and discuss it with an attorney or 
representative, if desired, and fully agrees to the terms hereof. 

Elizabeth I. Aiken 
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0 0 Doug Hall 

From: 
Sent: 
To: 
Subject: 

Doug Hall [dhall@unitedplanners.com] 
Sunday, March 07,2010 A 1:27 AM 
'rmschmerman@unitedplanners.com' 
Additional Information re: Aiken 

Importance: High 

Rick, 

I need the following items from you n:, later th 
Gloria Aiken, Elizabeth Aiken or both). 

11 Wednesd I CI se of business. Please note that Ms. Aiken can refer to 

1. 

2. 
3. 
4. 
5. 
6. 
7. 

any and all documents reflecting receipt of any and all funds froin Ms. Aiken, which should total the $175k 
amount you referenced in our call; 
any and all documents reflacting the transfer or payment by you to Mike Weinstein; 
any and all requests for distributions by Ms. Aiken to you post receipt of the $1 75k by you; 
any and all correspondence or requests for disbursements by you from Mike Weinstein; 
any and all check, wire or other disbursements from Mike Weinstein back to you andlor Ms. Aiken; 
all personal bank statements, wire docs and the like from you. 
Any other items that are relative to Ms. Aiken or any transactions that are conducted outside of an 
approved custodian or relating to commingling assets (payments to or from) with clients. 

. 

We appreciate your cooperation into United Planners review of this matter 

Doug Hall, AIFe 

Vice President - Chief Compliance Officer 
United Planners' Financial Services of America 
Phone (480) 991 -0225 
Fax (480) 503-8180 
Email dhall@unitedDlanners.coa 

Confidential information: This message and any attachments contain information from United Planners Financial 
Services of America, which may be confidential andlor privileged, and is intended for use only by the addressee(s) named 
on this transmission. If you are not the intended recipient, or the employee or agent responsible for delivering the 
message to the intended recipient, you are notified that any review, copying, distribution or use of this transmission is 
strictly prohibited. If you have received this transmission in error, please (i) notify the sender immediately by e-mail or by 
telephone and (ii) destroy all copies of this message. 
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Richard M. Schmennan*, CFP*, ChFC 
tax Planning and Pottfolio Management 

I)iversified Financial 
5312 North 12* Street Suite 301 
Phoenix, Adzona 85014 

Phone (602) 224-6040 
Fax (602) 266-5307 

FAX 

CbnlfdmUd 1njbr-n: 7?th M S M g G  and my m h t n e n c s  C0I)Wfn informotion from Unicod Pkmnm' Fklondoi Services of America, 
which mny bc#nfldentin1ond/MpiIeged pnd is intended@ ust only by the addressee($) named on this tmnsmlsslm. Ifyou arc 
not trhc intended rUlpknt, or the em$grcn or went 1esspMsibIe fw defivedng the message to the Intended ncipicnt, YW are notlfled 
tbuf any mviuw, cppylng, distribution or use of th& trunsmis$bn is strfcg prohibited. ff you hove mclvcd this trun$misrion in mor, 
plcace (I) notifv thr render Immediotety by E-mail O? by telephone md (/ /I  destroy ullcopks of thb masso#. 

*Registered Principal Offering Securities and Advisory Services Through United Planners 
Financial Services of America, A limited Partnership Member FINRA, SiPC 

Diversified Financial and United Planners are not affiliated. 
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DINERSIFIED FXNA'NCXAL 
5312 North 12th Street Suite 301 Pboenix, Arizona 85014 

(602) 224-6040 (602) 234-2495 FU (602) 2665307 Q 

Richard M. Schmermm*, C W ,  ChFC 
Tax Planxling and Portfalio Maaagcment+ 

March 10,2010 

United Planners Financial Services 
Atm: Doug Hall 
7333 East Doubletree Ranch Road 
suite 120 
Scotisdale, Arizona 85258 

Dear Doug, 

These are ow responses to your concerns. 

1, Any ox all documents reflect& receipt of any and all funds from Ms. Aiken, which 
should total the $1 7% amount you refetenced in OUT call 

Mi, Wells Fargo bank statement lists the $1 75,000. OQ deposit which will be presented 
to you when uvailuble. 

2. Any and all documents reflecting the transfer or payment by you to Mike Weinstein 

Afler going through the storage unit, I do not have any avduble documents rejecting 
the Paweer orpayments to Mike Weimfein 

3. Any and all quests  for distributions by Ms. Aiken to you post receipt ofthe $175k by 
YOU 

I have contacted Wells Furgo to provide all checks paid to either Gloria Aiken Bank 
One (Chase Bafik) or Liz Aiken - Bunk &e (Chuse Bank). 

4. Any and all correspondem or requests for disbursements by you from Mike Weinstein 

AI1 correspondence or requestsJbr disbursement$ were done by telephone. 

5.  Any and all check, wire or other disbursements from Mike Weinstein back to you 
andlor Ms. Aiken 

I have contacted Wells Fargo to provide all checks paid to either Gloria Aiken - Bank 
One (Chase Bank) or Liz Aiken - Bank One (Chase Bank). 

*Registad Principal 0%- Secuzities and Advisory Services "hmugh United Planner8 
Financial Serviw of America, A Limited Partnership Member IFIEJRA, SKPC 

Diversified Financial and United Planners are not affiliated. 
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6. All pcrsone bank statemen ,, wire documents and th 

e 

like from you 

I will provide the personal bank statements concerning this matter (when it becomes 
available) and the corresponding checks concerning this mutter (when it becomes 
available). 

7. Any other items that are relative to Ms. Aiken or any transactions that me conducted 
outside of an approved custodian or relating to commingling assets (payments to or 
from) with clients 

The other items that are relative to this mutter are the account applications and 
correspondence alrea@ in the possession of United Planners. 

Many of the checks that Will be presented are in archives of Wells Fargo and this may take 
two -thee weeks to receive the materials and then they will be provided to United Planners. 

Rich'd M. Schmerman 

ACC000013 
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CompanylDept: United Plarm~s 
Phone: 
Fax: 480-503-8180 
Date; 2126110 

NO. 2 0 6 8  Po 1 

I 
r 

Compamy/Dept: AS Compliance 
Phome: 
Fax: 1 602-977-5220 

.I' 

; , 
! 

charles scwm l6 

/ 

AS Compliance 

IS , ## of Pages: 

4750 E. Fraacisco 
Phoenb, A z  85044 

- _ _  - -~ 
~ TIIe INFORMATION CONTAINED IN "81s COMMUNYCATION IS INTENDED ONLY FOR THE 

USE OF TIHE ADDRESSEE AND MAY BE CONMDENIUL AND MAY BE ATTORNEY-CLIENT 

AND MAY BE UNLAWFUL 
PRIVILEGED. UNAUTHORIZED USE, DISCLOSURIE ox COPMNC IS smcrw PROWITEP, 

YOU U V E  RECEIVED THIS COMMUNICATlON IN ERROR, 
PLEASE IMMEDIATELY CONTACT 602-977-5377. 

i 

Charles Sdiwab & Co., IaE, Mcmba: SIPC, rnd Othcr Principal Stack and Option Exchanges 
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SCHMERMAN 

FILW145 







June 10, 2009 

Ms. Stephanie Bivens 
Bivens d Associates P.L.L.C. 
5020 East Shea Boulevard 
S u i t e  a n 0  
Scotcsdale, Arizona 85254 

Dsaz Me. Bivew, 

This is t;o acknowledge that as of May 31, 2003, the value fn. the 
account of Elizabeth I. Mken i s  $ 85,021.62. 

From musty 1, 2009 until May 31, 2009 the fallowing 
Lxmsactions have o c m c d :  

* 

Balance Yaauazy Zr 20G9 

Xnteres t Payment J ~ U K C ~  25, 2009 

Transfer to Bank One January 28, 2009 

htecest Payment &riL 15, 1009 

Balance May 31, 2009 

$ 104,706*37 

$ 154.56 

$ (2o,oao,oa) 

s BO. 69 

$ 85,021.62 

ACCOOOOI 7 
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September 23, 2009 

Dear Ms, Sivens, 

This i s  to ackcowledge khat as of Sepzernbex 15, 2009 the vabue 
in rhe account of Elizabeth TI. Afken is $ 77,589-64. 

From January I, 2009 until Septmbex 15, 2009 the following 
transacciocs have occurred: 

Balence Januery lr 2009 104~7e6.37 

Transfer to Bank One Ganuaxy 28, 2005 $ (20,030.30) 

Tnt erest  Paymelt January 15, 2009 $ * 154.56  

Tnterest P a p e n t  April 15, 20C9 $ 80.69 

Inzcrest Payment July 15, 2009 9 68.02 

Transfer to Back One September 3, 2009 S ( 7,500.00j 

Balance septembez: 15, 2009 S 77 ,569 .64  

ACC000018 
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January 30, 2009 

Ms. Stephanie Bivens 
Bivens & Associates P.L.L.C. 
5020 East Shea Boulevard 
Suite #210 
Scottsdale, Arizona 85254 

Dear Ms. Bivens, 

This is to acknowledge that as of December 31, 2008, the value 
in the account of Elizabeth I. Aiken is $104,786.37. 

From August 1, 2008 until December 31, 2008, the following 
transactions have occurred: 

Balance August 1, 2008 $ 117,204.22 

Deposit August 19, 2008 $ 1,000.00 

$ ( 8,000.00) Transfer to Bank One August 28, 2008 

Interest Payment October 15, 2008 $ 582.15 

$ ( 6,000.00) Transfer to Bank One December 1, 2008 

Balance December 31, 2008 

Sincerely, 

ACCOOOOI 9 
SCHMERMAN 
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$ 104,786.37 



Richard M. Schmerman 

RMS/alm 
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VIawed 18 of' Feb 28 2010 02 30PM ET Search 1 Site Mrp HIlp I Lag Off I New Sits 

i MEWS ALERTS ' ACCOUNTS ACCOUNT APPLICATION$ e TRADE i RESEARCH RESOURCE CENTER j ADMfY ' 

I i 

Aecount WHI and Contacts 

Nnt* Role 
AIKEN.ELeABEM Individual 

AMERICA 
WRMnWal Power FI 

.u Account Addmu: 
city, Stab, np: 
Cwnby: us 

Account AuMaP.tlon8 and luuw Communications 



Profiles 

0 
Credit Or debit balances, and money market funds) offered by Charles Schwab 8 Co., Ine. (member SIPC) are not deposits or obEgationr of the above- 
referenced bank, are subjecl to inveslinent risk, are not FDIC insured, may lose value, and are not bank guaranteed. 

(090501546) 
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https://ssl.schwabinstitutional .com/transact/masterAccountStatus.do?wpID=2862&239435... 2/26/2010 

https://ssl.schwabinstitutional


' Balances 

a 
VIeWed (1s of. f e b  26. 2010 (12 3DPM ET Seiircb f 611s Yap [ H e l p  1 Log Of1 1 New Site 

Fast Navlpallon &nu: 

i NEWS ' ALERTS ' ACCOUNTS ' ACCOUNT APPLICATlONS TRAPE I REfiEARCH ' RESOURCE CENTER AOUlN 

Page 1 of 1 

ib 

$0.00 
M.OO 
$0.00 

w.00 
M.OO 

M.00 
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e New Account QATE: 
. ,  UNITED PLANNERS 

FINANCIAL SERVICES OF AMERICA 
7333 E. QoubLetree Ranch Rd 
Suite 120 
Swttsdale, A2 85258 Form 
(480) 991-0225 

INCOMPLETE IF PRESENYEO WltiOW ACCOMPANYING ACCOUNT SIGNATURE PAGE 

Updated 4-23-06 

UPF-001 

PAGE 1 OF 2 



. 
.I. ‘ -’ 0 ACCOUNTAGREEMFNl 

1 Pmvtuonr In the event of Failure IO Pay or OeOver 
Whenewr !ha undersigned does not, on or before Me rectlcment date, pay h fun 
for any rcwtty purchased far the account of the undrrdgned. or deliver any 
rwulty d d  fer such a c c o u ~ ,  you an authonzed [subject to the provilidns of 

(a) untn payment or dclivery 1s middm full, to plodgr, repkdge, hypcthrbte of 
rehyporhatare, wrthour noljce, any w all rccurble$ whkh you m8y hold for tho 
undrnlgnrd (alther mdddually or lomtly with orherd. separately OI fn common 
with ah r r  rrcuritltt M commodithr or any other property. far the sum then duc 
or tot a greater M ierrer rum and without retaining in your posserston m d  
eontrd fw delivery a like amount ofslmtiar sec~ariiio, and/or 
(b) To reit my 01 41 ICuritlcs you may hdd foc the undnsigned (ahher 
IndMdudIy 01 jointly with others). or ro buy In my or aP returltkr rcqukcd ta 
make delivery fw the account of the undersigned. or to csncel m y  or &I 
wtstandlngordrrr or commitmenti for thc account o f the u n d e n i g d  
2. CanceUatim Provisions 
Y o u  are auohorized, in your discrotion, should the undertigned dn, or should yffl  
for m y  reason whatever deem t necessary for yourprotection, without notkt. to 
cancel any outstanding ordwt in order to cbre out the mounts of the 
undcrrigned, in whok or in part ar to closeout any commitment made on khalf 
d the undersigned 
3. General Provirions 
Any sale, purchase M cancellation ruthorlzed hereb y may be ma& accordlng Lo 
your ~&pment and at your diwetion a the exchange or other m w h  where 
such burners i s  than usually Iranuncd, or at  publlc auction, or at prkate ah 
vdthoutulvcrtirtngthe wmendwitiioutafiy notke,~tender,dffmandDIwtl 
and you may purchase the whde w my pan of rwh securities free from any 
Aght of redempth. and the undersigned hall remain liable for any defkinxy It 
b further understood that any notke, prior hmfa. b n d  M cal horn yac S l U  
not k cmsdcred a waiver of any provision of this sgrccment. The undcrdgned 
shall in& any perron ewceut~ng this agreement on the front h e o f .  You’ 
rhdl M d c  the bank, broker or other Rnmcl.1 hstltullcn, which opmed the 
xccnmr of the undersigned.Yw are wthonzed to XU mcuritks lo c o w  any 
debit Wwe rerulUng from anclflaty fees charged . 
Thk agfccmmt and its provisions &all be continuo us. and shdl insure to the 
baneflt ofyaur present organiwion, and any successor wgankation or rsigns, 
and shall be binding upon the undersigned and/or the -We. cxec(ww~. 
ndminhrratorr and arrigns of thc undersigned. 

@K&k SWUteJUh Or IegUhdOIl). 

4. S W C Q S W S  

5. Age 
Thc undcrscgned if an ktdhndud. represents thlt he or rhe ts ol full agc. 
6. Interest In Acccunr 
No one excyn the undcrsigntd has an interest In my ol it$ accounts wuh you 
unlarr such lntmst 11 m r k d  in the title of tuch accounr and In any case the 
undarsigrred h r r  the hums% Indicated in such Utle 
7,Otders andStafcmntr 
&ports of the cwution of orders and statements o! the eccwnI of the 
undsrslgned shall be conciurws if ncuohjected to in writing. the former &thin WO 
drys and the latter wthh ten drys, after fwwrrdlng by you to tb undersigned by 
mal8 or 0therV.h. 
8, Force Maleure 
You thdl not be liable for brs or dcly  caused dirsnly or Indirectly by war. 
naturrl dlsartera government rerfrictionr, exchange or motker tullngs or o k  
conditions beyond y o u  contmL 
9, hint  Accounts 
If this b a foi3u account, unless we not& you othoMlra and provide such 
documencation 15 you =&e, the brokerage accourtt(d shall be heid by us 
jointly with tights of surviwrshtp (payable to eit her or th@ urrJhrot Of US). Esch 
)dnl tewnt krevocabty appolnrr the other as attorncy-in-f;ln to take all actbn on 
his orher behrllandtoreprcrcnthbn a hcpln all nspectr lnconncctkm wlhthlr 
Agreement You shall bc fully protected in u t i  
upon the in5buctlonr of ewer of us. Each 
indwidually, fix any amounts due to yat pu 
incurred byeidrerattroth of us. 
15. Address 
ComunKaUon$ may bE sent I6 the undedgned at the current addreis of the 
undersigned whkh Ir on fllr at your &e, w at such other address as the 
understgncd m y  hercaffer glve you. AI1 cmmunlationr ID rant whether by 
nuil, telWYht OT cchawbc, shall be decmcd giwn to the 
undnilgned prroo cr actudfy received or not. 
11. RccMdktg Conversations 
The undanipntd understands and agrees that for out mutual protection you mry 
CkctronIcaDy word any oi ou! telephone conwrratlons. 

PATRIOT ACT DISCLOSURE - To help the government flght the fundng of Cnrmbm and money laundering Ktivitla% federal law re qulrcs fininclrl instittitkns to 
obt~,wrifyandrecordinfomrarlon thatldentifi e s e a c h ~ ~ n ~ o ~ ~ a n ~ n ~ ~ s  rnfomurion wtllbcuwd tov~ifyyouridcntltypriMtoopenlngtMr w c w t .  

ARBiTfW’llON AGREEMENT 
This rpreement contalnr a piedispute atbitration druse. By $lgning n arbltiation agreement the p r t l  cs agree ds folbws: 
A All panus to this rgeernent ate giving up the ri@ ro sue each Dmar In ~ourl. induding the right to a trial by jury. except IS pwtded by the 
rukr of the a r b h r a h  forum in which il &io Is led. 
8. Arbltntbn rwardrmgCne~UyRnalmd#ndtng:apany‘s tohwcilcourtn\mrewmodlfyan rrbitrationawardIsvtrylbnltcd. 
C The &Uty of rhc parties Io obtaln dccumenta witness su tcmnb  and 0th dkwecy k genera& more 8mited In arbitration thrn In court 
p o c ~ n g ~ .  
0. The atblrrators do not have to explrln the rearon(%) for thdr award. 
E, The pcinel of arbttntors wUI typkslly tnclude I m l n w  of arblmton who IWR or are illfrkted wkh the racuritks induruy. 
F. Ihe ruler of l o c ~  arbitration forums rmy Impose time limits foc bringirtg a claim bc afbkratiat In some cases, a cklm that is Indlgibk for 
irbluation may be brought In c w r t  
C. Thc d e r  of thc rirbltratlon forum tn whtch the cblm Is (Ikd ud my amendments thereto, s M l  be incorporatad into thlr agreemenc. 

If a customer hlcs a complaint in court against a member tharcontainr cl*cns that we wbJeccto yblmf ion  pursuant to a predlrpute arblattlon 
egmment between the member and the customer. thc member may s a k  to compel arbination of the ctiims that we subject to arblhation. If the 
member Wela to compel arbltratlon of such d4mt the m e m k  must agree to aMtcalc clU of the dsims contained In the complaint If tttecustomer 
SareqWRL 

No penon shall bring a putativa or crrtificd Cl8mCtiOri IO rrbltratfon. nor re& to enforce sny predlspute rcbhnrkm rgrtumccnt against my 
perron who has Whiated in court a putatkc clars a n h  or who k a member of a putark eksr action who hu mot opted out of thr c l w  with 
RJpret to my d a h s  encompassed by the pu&?he class Mlon d: I8 W d*u Cnflfkrria k d e n W  01 (rd the class is deccrkild; or fit& the 
customer i s  adudcd  from the dasr by the court Such forbcumce to enforce an agreement to wblrmte shill nM conrtltute a waiver of any rights 
under this agreement erccpt to extent stated herein. ‘ 

“HIS IS APRE-DISPUTE AIBITRATION AGREEMENT. I&AD CAWNLLY A N D U ~ A ~  
W9 S CERI1FKATK)N OF TAXPAYER KXNYlFWITION NUMBER 

Under penahier d perjury, I ctMfy: 
1. 
2. 

The number shown on thb form Is my correct taxpa yer Identifkation number &I am wallng for a number eo be Issued to me) snd 
I am IKU rubject to backup withholding b e c a w  tJI am exempt from backup wlthhdding, os (b] 1 have not been notibed by the Internal Acwue knKc 
(iRS)rh& I am 8ubjKt to brckup wtthhddtng a$ a ret& of a hllure torepati a0 inl- or M e n d s ,  or (c) the iRs has notified methat I am no longer subject 
to backup wthholdlng, and 
i am a 05. CIti;Len or other US. Parson 3. 

DATE 

RE DATE DAT€ 

Ad 08-0894 
PACd2of.2 
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Suite 301 Phoenix, Arizona 85014 
(602) 957-4845 F a  (602) 266-5307 

5312 North 12th Street 
(602) 224-6040 

Richard M. Sehmerman*, C F P ,  ChFC 
Tax Planning and Portfolio Management* 

November 1,2008 

Elizabeth Aiken 

Re. Provision o f  Investment Management Services 

Dear Liz, 

It is m y  pleasure to serve as your Investment Advisor+ A always. my highest priortty is to provide you 
with the best investment services possible. To meet this goal, I maintain licenser as an Investment 
Advisor Rcpresentattve with a Registered Investment Advisor ("RM") and as a Registered Representative 
Nith a licensed Securities Brokerage Firm ("Brtikerage Firm"}. I have recently determined tha t  I will be 
better abie to serve you by changing my affihatiorls from Mutual Service Corporation, my prior RIA and 
Brokerage Firm, to United Planners' Financial Services of America 1"UPFSA'') 

M y  number one priority is that 1 am abie to offer my clients the best ;nvestmrnt services possible. I am 
aiways looking for ways to add client value, but realize-that my firm IS a small (arid I want to rernmin a 
small) finanaal advisory office. Therefore, I am moving my securities rt?lationship t o  UYFSA. This wjtl 
not affect, your relationship wkh me, where your funds are maintained, my investment philosophy, or 
the fees that we have previously agreed upan, 

I a m  enclosing the follcwing forms for you ta review. Together, these forms will allow me to continue 
provioing investment advisory services through UPFSA. 

- New Account Form with UPFSA 
- Limired Power of Attornek with LJPFSA 

I realize that the enclosed forms are much more regutatow than you have seen in the past, but 
increasing compliance ksues have led companies to move in this direction, 

*Regiswed Principal Off&ng Securities and Advisory Services Through United Planners 
Financial Services of America, A Limited Partnership Member FNRA, SLPC 

Diversified Financial and United Planners are not affiliated. 
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Elizabeth Aiken 
Page 2 

I need to receive the enclosed forms back as quickly as possible, but in any event no later than 
November 18, 2008. I am enclosing a self-addressed [stamped] envelope for your convenience. 

If you have any questions, please do not hesitate to call me. 

CI. 

Richard M. Schmerman 

Client Acknowledgement: 

I have read and understand the foregoing and agree to the financial advisory services as set forth above. 

Signature: 
v 
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Limited bowk lb f  Attorney (LPOA) 
I P a g a l o f 3  

nor IA Firm Nsme 

chwabltnk+ Investor Checking Master 

If you do not have a SchwabLink Master for your Schwab Bank High Yield Investor CheckinelH (‘Hi@ Ylekd investor Checking’) account(s1, please 
contact your sales representative lo get one established 

Use this form to grant limited authority over your existing brokerage account a( Charles Schwab & Co., Inc. (“Schwab”) and, If applicablcs, your linked 
Hi@ Yield Investor Checking account at Charles Schwab Bank (’Schwab Emk’j to the IA named above. 

1. Account Holder Information 

Cokeroge Accciunt Number h Yield Iiweotw Che&ngAceount tiumber (if aopikaW 
O ; K e h  

Ac’mm H0ldrr”S RfSt h e  Middle LSs( 

A&tiaM, Accoutt HOldff’S &at Name MIM* last 

2. Authortzattons (Please initial all areas that apply to this accocmt.) 

Note: Any Or these aiithoritatlons may be revoked by providing notlce to Schweb. if more than one person Is ltsted an the account. each Accbunt Ho)r(er 
must initial the authorizations granted below. (An “X* IS not sufflclent.1 

w Trading Authorbation. I authonre Schwab to execute trades In my brokerage account et 
&e direction of IA 8s provided in the Lianlted Power of Attorney &.POI\) Agreement 

CO-lruetoe/CoElecutor Go Truotee/&bExacutor 
- rredlngand Dlrbursemenl Authorfta!lcn.f I authollte Schmb (9 to execute trades in my 

Awl k e o W H o M a y ’  h k e ~  a a w n t  at the direelion of IA as provided in the Limited Power Of Attornev 
(LPOA) Agreement: (2) to didurse assets for investment purposes or to me perSOMllY 
as klsttucled by U: (3) to remlt checks, Wire funds and otherwise to make dlsburse- 
m t s  of funds hW In the brokerage account (i) to banks, broker-dealers, investment 
companies a other financial Institutions far credltto an account of identicel regisvation 
01 (11) to me at  my address of remrd. (Note: Thls aptlon Is not avallabls for Estate, 
Warctlanshlp or ConservatorsMp accounts.) 
Fee Payment Authorlzation. I authorize Schwab lo paylnvestment advisory and related 

Acci w r / T N S t C E t  md’l Account H W r /  Md’l Aem@u 

Act(. HoMsrlttuaea/ Add’i Account WhlW 
Custodrsn CO-Trustee Co Trustee 

--ceL-. 
A m .  nOrW{lmstee/ Adtl‘l Account tioidrr: AM‘I Aceount Hoider/ 

*A ’related person‘ i s  defined as any adwsory atfillate or any p e r m  that k wder c m m  control with your firm. See Form A M I  for adctittonal informaftan. 
Hlgh Yleld Investor Checktng account if you haw granted ’Dlsbursement Authorization’ ebove to your IA on your Schweb Onee brokerage account, and you 

, have a llnked HI@ Yield Investor Checking account, you wig be deemed to hate gcsntad D ~ ~ ~ n t  ~ ~ l ~ a t l o n  to  your IA on your High YkM invastor 
Checking account as well. Under this Dtsbuwement Autlrattzatbn, your IA will have the &Ulty to transfer or Mthdrew money from your I+@ Yield Investor 
checking account. place stop payments, and generstiy take such other aGtlonas with respect to thts account h the same manner and to the same extent as 
YOU 6(1? @x’mttteU to cfo. However, In generat. your IA wlll not be ksucbtl ctwclrs for this account. has no authority to sign checks for this acEOuI1.md wid not 
be issued a Check card for thiu account of access to Schwa5 Bank EiU P w  service. Your VI may request coples of specife account statements for ths 
BCcOUnt. Any of UW& authoruations may be m k e d  by pmvtdkrg muce tr, Schwab or sdrrab Bank. &&ab or Schweb Bank may require that such notice 
be provMed h writing. 

If you have not granted your IA Disbiirsemant Authorization on your Schwab One brokerage account, your IA may only have suthortty to sew accowt 
information, balances and trensactions, but not to make wlthdrawals 6r transfer funds in your linked High Yield Investor Checking accounI. Your 1Amay 
also request C O p i d d  of specific account S1P)tements. 

C u s t ~ i a n / E x e ~ ~ ~  Co;rtust~/Co.E~r~tor ~p .TN~~e/co  fees to IA f rm w bmbrage account In me amount of my ‘A’S i n s t ~ i o n s *  

For Charles Schwab Use Only 

W u n l  Nuinl*rr W E  A#rOvcd fa\midd/W?4 

Rint Nama of ADRravot 

WtJ 
62007 Charm Schweb & Go.. lnc All rights received. Mwber  SIPC. 
sehuat, In$IKuUMal Is (t c)mS#on of Clrerler, SohwrO & Go., Ine. FTA 01978 (1207-1547) APPX05O.U-l6(12/07J 
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3. Issuer Cornmunicatlons and Related Actlons 

If you have granted your IA trading authority over your brokerage account, and your IA exercises investment discretion for YOU pursuarrt to an advisory 
contract, you can appoint your IA to be sent certain issuer and issuer-related coinmunications (proxies, tender offers, proposed mergers, rigiits 
offerings. exchange offers and warrants, among other things) that may require a voting decision or other action regarding investments held in Your 
brokerage account. 

If you appoiint your IA below, your IA will, regarding only those voting decisions or other action conlrnunications sent to your IA (I) be requested to vote 
proxy ballots; (ii) be requested to provide irrstructiorrs regarding corporate reorganizations and other corporate actions; and (iii) be sent Certain Prospec- 
tuses and annual reports and other coinmunications. In these cases, you will be authorizing your IA to make ail voting decisions and take all actions On 
your behalf. You will not be sent informational copies of these communications. 

Even I f  you appolnt your IA below, you may stlll be sent certain other issuer and Issuer-related communications regardlng investments held In your 
brokerage accoiint. You agree that you ~ 1 1 1  be.responslble for provldlng Schwab any appllcable Instructions or directions on those items. 
Please select only one: 
\ Yes. I appoint my IA, and I will fuiflil my responsibillties, as described above. I instruct Schwab not to disclose my name, address and securities 

poSitlOnS to any issuer of securities held In my brokerage account. 

i:o No. I do not appoint my IA as described above, I wish to be sent all Issuer and issuer-related communlcations, make all voting decisions and take all 
actions described above. I understand that any issuer of securities held in my brolcertlge 8ccount may request that Schwah disclose to it my name. 

If you selecled "No' above, please select one: My IA 

address and securities positions in that Issuer. 

commimicaiions. 

fl-. 

I' 

should / f  should not be sent informational Copies of any issuer or issuer-related / 
If you do not select either "Yes" or "No" above, Schwab will deem you to have indicated "No,' but informatlonal copies of issuer and issuer-related 
communications may be sent to your IA. 
- 

4. Schwab Bank High Yield Investor ChecklngTM Investment Advlsor Authorizations 

(If you do not have a High Yield Investor Checking account, please skip this section.) 
If you have listcd a High Yield investor Checltlng account in Section 1 of this form, please read this section. These Investment Advisor Authorizatlons are 
an agreement between Charles SchwRb Bank ('Schwab Bank") and each Account Holder. The terms " I 8 *  'me" and 'my" refer to each Account Holder or 
trustee. By signing in Section 6, I: 
(1) authorize the Investment Advisor (la) named 

on this form to exercise the authorities 
described in Sectlon 2 of this form, and I 
authorize Schwab Bank to take such actions 
as Schwab Bank deems necessary to carry 
out instructions Schwab Bank receives from 
me and/or my IA: I further authorize Schwab 
Bank. in it3 sole dlscretion and for whatever 
reason, to request additional documentation 
from me prior to executing any transaction 
requested by my IA; 

(2) acknowledge and agree that: 
Schwab Bank will merely effect transac- 
tions as directed by my INS Disbursement 
Authority; 
Schwab Bank will not glve legal or tax 
advice; 

* Schwab Bank is not acting as a fiduciary; 
* I (and not Sclnwab Bank) ani responsible 

for investigating and selecting my IA; - m y  I A  Is not aftiilated with, or controtled or 
employed by, Schwab Bank, and Schwab 
Bank has not approved, recommended or 
endorsed my I& - unless required by applicable law, Schwab 
Bank has no duty to review, supervise or 
monitor any transaction by my IA  In my 
High Yield Investor Checking account; and 
Schwab Bank reserves the right, in Its 

instructions from my I A  and will notify me 
it it chooses to do so; 

' sole discretion, to no longer honor 

____ _.___--.------ - 
(3) hereby ratify and confirm any and ail 

transactions or dealings effected in and for 
my High Yield Investor Checking account by 
my IA, and I agree to indemnify and hold 
harmless Schwab Bank. its affiliates, and 
their directors, officers, employees and 

agents from and against all claims, actions, 
judgments. settlement amounts. costs and 
liabillties, including attorneys' foes, arising 
out of or relating to their reliance on this form 
and these Account Terms, Schwab Bank's 
execution of my IAs instructions and Schwab 
Bank's execution of disbursement instruc- 
tions received from my IA's Disbursement 
Authorlty; 

(4) agree to indemnify and hold Schwab Bank 
harmless from, and'to pay Schwab Bank 
promptly upon deniand for, any and all losses 
or flriancial obiigatlons which may arise from 
the acts or omlssions of my IA with respect to 

' 
my High Yield Investor Checking account. I 
also agree that S.chwab Bank wlll not be 
liable, and I will not attempt to hold Schwab 
Bank liable, for any transaction or decision 
made by my IA. whom I have selected. 
regardless of whether or not any such 
transaction or decision was speciflcaliy 
authorized by me; 

(5) understand that tliis authorization and 
indemnification will remain in effect until 
Schwab Bank is notified in wrltlng of my 
death, mental disability, incompetence or 
incapacity, or until I have revoked it by written 
notification, and such notiflcatlon is recelved 
by Schwab Bank; such revocation will not 
affect my obligations resulting from tnnsac- 
tions lnltlated prior to  Schwab Bank's receipt 
of notice of revocation; 

' 

(6) understand that this form supplements and 
_ . _ i ~ ~ l l m i t r a r l e s t r i c t s r i g h t s ~ h i c ~ ~  

Schwab Bank may have under existing law or 
any other agreement with me. Thlsform will 
bind my heirs, executors, administrators. 
successors and assigns, and wlll benefit 
Schwab Bank's successors, afflilates and 
assigns; 

(7) certlfy that I have read carefully the provi- 
sions of this form and understand that it 
authorizes my IA, herein named, to exercise 
all rights and powers set forth above with 
respect to  my High Yield investor Checltlng 
account, and i understand that anything my 
IA may do in the exercise of such rlghts and 
powers is fully blndlng upon me: I hereby 
authorize the IA named in this form and In 
such capacity to give instructions to  Schwab 
Bank in connection with my High Yield 
Investor Checklng account specified on thls 
form, and to take other actions necessary or 
incidental to the execution of such instruc- 
tions: I authorize Schwab Bank, and other 
persons to whom Schwab Bank has given 
Instructions In order to implement my IAs 
instructions, to rely on my IA's instructions 
without obtaining my approval, countersigna- 
ture or co-signature. I understand that thls Is 
not a Durable Power ot Attorney and that all 
authority granted to my IA shall cease 
automatically upon Schwab Bank recelving 
wrltten notlficatlon from a licensed physiclan 
of my mental dlsablllty, Incompetence, 
Incapacity or death; 

(8) glve my Investment Advisor of record (if I have 
granted Disbursement Authority to my IA) or 
Other Authorized Signer permlssion and 
authority to request wire transfers and 
Automated Clearlng House (ACH) transfers, by 
telephone or online. from my High Yleid 
Investor Checking account. I understand that 
by making thls authcylzAt!on I may not be 
contacted as part of the Schwab Bank wire 
transfer security procedures or other related 
customer authentlcatlon procedures when my 
IA or Other Authorized Signer requests and 
signs for a wire transfer or requests an ACH 
transfer based on thls authorization. 

WB 
e2007 Charles Schwab & Co.. Inc. All rlghls reserved. Menlber SIPC. 
Schweb lnstitutlonal is a division of Charles Schwab & Co.. 100. FTA 01979 (1207.1547) 4PP10.504-16 (12/07) 
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5. Certification of Trust-Trust Accounts Only 

By signing thls Liniited Power of Attorney form on behalf of a Trust. each Trustee sienlng below (the "Trustees") certifies that the representations and 
warrant.ies in the attrichcd Ccrtlticatlon of Trust are trua and complcte. 

6. Please Read and Sign 
Furthermore, by slgnlng thls agreement. I The ternis .I$" *me' and 'my' refer to each 

Account Holder or Trustee. By signing below, I acknowledge that these terms relate to  my 
authorize the Investment Advisor IiA) riamttd on account(s) and are part of (A) the Account 
page 1 of this document to be my Agent Agreement between me and Scliwab for my 
(attorney-in-fact) to the  extent provided In this Schwab One* account and, if eppllcable. (B) the 
Liniited Power of Attorney (LPOA) clocurnent. Account Agreement between me and Sehwab 
Further, I ceflify that I have read carefully the  Bonk for my Hlgh Yleld Investor ChecklnP 
provisions of this LPOA document. By signing account. 

signing below (the 'Trustees") certlfies that the Account Holder consents io Schwabs;(l) 
representations and warranties in the attached by mall, electronic delivery and/or other 
Certification of Trust are true and complete. means, dupllcete coples of account trade 

conflrmntlons, account statements and any other 

All Account Holders must slgn below. If this Is a Trust, Estat.e. Guardlanship or Conservatorship account, all currenttrustees, executors, 
guardians or conservators must slgn, even if not listed on the account registration. If needed, you may attach a separate sheet with additlonal signatures. 

Please Note: By signlng below, I outhorire Schwab to provide IA any and all requested lnformatlon of any nature whatsoever regardlng my brokerage 
account, Including, but not limited to, coples of my account statements, applkatlons or llke documentation, and, If applicable, coples of checks written 
against my llnked Schwab Bank Hlgh Yleld Investor Checklng account. 

lnforrnatlon relating to the Account Holder and 
the account to the Account Holder's IA, If and in 
such manner as requested by the Account 
Holder's IA; (11) sending such lnformatlon about 
the Account Holder and tlra account to third 
parties (such as CPAs or performance-reporting 
companies) as the Account Holder's IA shall 
direct Schwab; and (lli) disclosure of lnformatlon 

other third partles as provlded In this LPOA and 
the Account Agreement. Furthermore, I 
acknowledge that I have recelved a copy of the 

to ratah for my records. 

this Limited POWr Of AttOITleY, each Trustee Addlt[onally, by signing this Agreement, each about the Account Holder and the aCC0Unt t0 

- Date -- 

b -_-.--_ --_ -______ ________ ~ _-__..._______-___. Date __ ___I_-__--_- 

Signature: Addltlonal Account Holder/Co Bustee/CoG&ar Prlnl Name (mm/WwW) 

Signature: Addltlonal Account Holder/CoTrustee/Co Executor Print Name ( m m / d 4 w )  

b 

For Charles Schwab Use Only 
Account Number 

WB 
@ZOO7 Charles Schwab & Co., inc. All rlghts reserved. Melllber SIPC. 
Schwah lnxtttutlonel Is e dlvlsion of Charles Schwab & Co.. inc. FTA 01979 11207-1547) APP10504-16 l12/07) 0 0 0 0 0 0  
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TW ID W r  dtha EsIMe 

If ”Yes ‘ end tMs is an Estate, Guardianshlp, Consanratorship w CustMfial account, please also submtt a compfeted InVeStmenl14dvlSOr~OUnt 
I Enformation Form. 

0 MARQlN FEATURE 

Margtn Feature wcfl NOT be automatlcelly edded, unless you check below. 
0 Add Margh halve to my account 

~6~~~~~ 

0 0 0 0 0 0  
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0 ACCOUO HOLDER INFORMATION As required by feUeml law, fchwab wlll UM the information povided bbbw to veri@ p u r  Mentrty. 

Aooocat HoIder/Mlnor/Ward/Utsoutor 
For Information about Schwab’s privacy policy, pleas refer to the attached Account Application @-mew. 

*Attach a wrMan CMWBnt from your employer If employed by a securities Wrm 

A C ~ 0 0 0 ~ 3 2  
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Middle Last ~ r s t  Name 

L A C C O U N T  HOLDER INFORMATION (Continued) 

SUff!X 

Are you known by another name? (specify) Emall Address 

Social SecurlIy/Tax ID Number Data of BlRh (mm/dd/my) Country of Lagal Resldence 

OUSA 0 Other 

MentVicatlon Tvpa (complete on& If not a US. cltlzen) 

0 Passport 0 U.S. Drlver's License 0 U.S. Gov't Issued ID 

Place of issuence 

'Attach a written consent from your employer if employed by a securitles firm. 

IdsntlflcaUon Number 

Issue Date Explretlon Oats 

02007 Charles Schwab & Co., Inc. All fights reserved. Member SIPC. 
Schwab Instltutiona( is a division of Charles Schwab & Co.. inc. FTA 02573 (07060970) APPl3582STA-17 f09/07) 

ZIP code Clcy state 

ACC000033 
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U.S. Business Telephone Number 

0 

I am employed by, effillated WW, or em elthar s dlrector or owner of om or 
more securities nnr. 

OYes* 0 No 
If y8.s. llst company name. 

I am a dlrector. 10% shareholder 01 w l i a W n g  offlcer of one or more publlcly traded companler. 

()Yes ONo . I I I I 

. if yes, Ustcompany symbol(s) (e.& SCHW. , 



,@Bank Sweep Feature' 

OSchwab One. Interest Feature' 

OSchwab Municipal Money Fund - Sweep SharesN (SWXXX) 

OSchwab AMT Tax-Free Money FundN - Sweep Shares (SWFXX) 

Schwab State-Speciflc (CA-SWCXX, MA-SWDXX, NJ-SWJXX, NY-SWNXX, PA-SWEXX) 
Municipal Money Fund - Sweep Shares 

Indicate State 

(default is state of domicile on account) 

lndlviduals Only' 

All Cllents 

All Clients 

All Clients 

All  Cllents 

- ELECTRONIC DELIVERY (eDellvery) ENROLLMENT 

Schwab Instiutional offers electronic delivety of your account statements and trade confirmatlons. Once enrolled, you wlll receive notifications via email 
that your statements and confirmations are available via Schwab's secure Web site, schwaball1ance.com. Enrolling in epellvery may ais0 qualify you for 
lower online equity trades. Please consult with your lnvestment Advisor and/or the Charles Schwab hsNtuflonaP Pftchg Guide for more pricing details. 
To being enrollment in eDelivery, provlde your email address below and Schweb Institutional wlll send you an emall providing Instructions on how to 
complete your enrollment and electronically consent to eDelivety via schwaballiance.com. 

I -I1 

OSchwab Government Money Fund" (SWCXX) 

OSchwab U.S. Treasury Money Fund'" (SWUXX) 

OSchwab Advlsor Cash Reserves. - Sweep Shares (SWQXX) 

( ) k h w e b  Advisor Cash Reselves - Premier Sweep Shares ( S W )  

(D2007 Charles Schwab & Co., Inc. All tights resewed. Member SIR. 
Schwab Institutional is a division of Charles Schwab & Co., Inc. FTA 02673 (07064970) APPl3582STA-17 (09/07) 

Clients with Household Balance' =. $100,000 

Clients wlth Household Balance > $100,000 

Clients wlth Household Balance > $500,000 

Clients with Household Balance > $1,OOO,OOO 
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Account Holder 

0 CHECKING PREFERENCES 

Addltlonal Account Holder 

city Stale 

AUTHORIZATIONS Piease initial all areas that apply to this account. 

ZIP Code 

Any of these authorizations may be revoked by providing notice to Schwab. Schwab may require that such notice be provided in writing. If more than one 
person is listed on the account, each Account Holder must Initial the authorizations granted below. (An "X" is not sufficient.) 

Trading and Dlsburs13ment Authorlzatlon. I authorize Schwab (1) to execute 
trades in my account at the direction of IA as provided under the Trading 
Authorization heading In the attached Schwab One Account Application 
Agreement: (2) to dlsburse assets for investment purposes or to me 
personally, as instructed by I& (3) to remit checks, wire funds and 
otherwise make disbursements of funds held in the account (I) to banks, 
broker-dealers. Investment companies or other financial institutions for 
credit to an account of identical registration, or (il) to me at my address of 
record. (Note: Thls option Is not available for Estate, Guardianship or 
Conservatorship accounts.) 

Trading Authotizatlon. i authorize Schwab to execute trades in my account 
at the direction of IA as provlded under the Trading Authorlzatlon heading in 

Md'i Account Holdef Add'i Account Holder 
Aaount L Holder/Custodlan 

Add'l AcEount Holder/ AWI A C C O U ~  Hold%/ 
L 

ALXOUR Holder/ 
Custodian/Executor Cc+GuardWCo-Executor CoQmrdian/Co+xecutor the attached Schwab One Account Application Agreement. 

- - ~ - -  _____I--. 
Fee Payment Authorlzatlon. I authorize Schwab to pay Investment advisory 
and related fees to  IA from my account in the amount of IA's Instructions. Add'l Account Holder/ Add'! #mount Holder/ 

custodiPn/Exscutor Cc-Guardlan/Co-Exscutor C&uardian/C&emr 

city, Ponal Code, Other 

WOO7 Charles Schwab & Co.. Inc. All rights resewed. Member SiPC. 
Schwab Institutional is a division of Charles Xhwab & Co., Inc. FTA 02573 (0706-0970) APPl3582STA-I7 (09/07) 

ccuntry 
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Account Holder 

Additional h u n t  Holder 

Number of Vlsa cards desired lor Account Holder 

0 1 0 2  

, 0 0 0 l  
Number d visa cards deslrad for Additional Aaount Holder 
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issum COMMUNiCAiiONS AND RELATED ACTIONS 

If you have granted your IA trading authority over your account, and your IA exercises investment discretion for you pursuant to an advisoty contract, you 
can appoint your IA to be sent certain issuer and issuer-related communications (proxies. tender offers, proposed mergers, rights offerings, exchange 
offers and warrants, among other things) that may require a voting decision or other action regarding investments held in your account. 
If you appoint your IA below, your IA will, regarding only those voting decisions or other action communications sent to your Ik (i) be requested to  vote 
proxy ballots; (ii) be requested to provide Instructions regarding corporate reorganizations and other corporate actions; and (iii) be Sent Certain 
prospectuses and annual reports and other communications. In these cases, you will be authorizing p u r  IA to make all voting decisions and take ail 
actions on your behalf. You will not be sent informatlonai copies of these communications. 

Even if you appoint your IA below, you may still be sent certain other Issuer and Issuer-related communlcatlons regarding Investments held in your account. 
You agree that you will be responsible for provldlng Schwab any appllcable instructions or directions on those Items. 

Please select only one: 

0 Yes. I appoint my IA, and I will fulfill my responsibilities, as described above. I instruct Schwab not to disclose my name. address and securities 
positions to  any issuer of securities held in my account. 

@ No., I do not appoint my IA as described above. I wish to be sent all issuer and issuer-related communications, make a11 voting decisions and take all 
actions described above. I understand that any issuer of securities held in my account may request that Schwab disclose to it my name, address and 
securities positions in that issuer. 

if you selected "No" above, please select one: 

, My IA @ should / 0 should not be sent informational copies of any issuer or issuer-related communications. 

If you do not Select elther "Yes" or 'No" above, Schwab will deem you to have indicated "No," but informational Copies of issuer and issuer-related 
communications may be sent to your IA. 

AmORimTiON i o  OPEN ACCOUNT 

By signing this Application, you acknowledge that you have received and read a copy of the attached Application Agreement, which contains a predisp 
arbitration provision. You acknowledge that your signature signifies and constitutes your agreement that this account and your relationship with Schwab 
will be governed by the Application Agreement and all Incorporated agreements and disclosures, including, but not limited to, the Schwab One. Account 
Agreement and the Charles Schwab Instltutlonala Prfcrng Gulde, each as amended from time to time (the 'Agreement and Disclosures'). You understand 
there are fees associated wlth establishing, maintaining and engaging in transactlons. 
If you have selected the margln feature, you acknowledge that securltles securing loans from Schwab may be lent to Schwab and lent by Schwab to 
others. You also acknowledge that if you trade "on margin; you are borrowing money from Schwab and that you understand the requirements and risks 
associated with margin borrowing as summarized in the Margin Disclosure Statement included wlth this Application. 
For purposes nf this Account Application and the attached Application Agreement. the terms "you.' "your' and "Account Holder" refer to  each person 
who signs this Account Application. The terms 'we," "us," 'our" and 'Schwab" refer to Charles Schwab 81 Co., Inc. 

I certify under penalty of perjury that (1) the number shown on thls Application is my correct taxpayer number; (2) I am not subject to back-up 
wlthholdlng because (a) I am exempt from back-up withholding, or (b) I have not been notifled by the lntemal Revenue Servlce (IRS) that I am subject . 
to backup wlthholding as a result of a failure to report all Interest and dlvldends, or (c) the IRS has notifled me that I am no longer subject to backup 
withholding; and (3) I am a US. person (including a US, resident allen). ( I  understand that If I have been notlfied by the IRS that I am subject to back-up 
withholding as a result of dlvldend or interest undeneportlng and I have not received a notice from the IRS advlslng me that back-up withhalding Is 
terminated, I must strlke or cross out the lnformatlon contained In Item 2 above.) The IRS does not require my consent to any provlslon of this document 
other than the MrtiflCatlOn required to avold backup wlthholdlng. 

The Agreement wl& Schwab includes a predispute arbltratlon clause. I acknowledge receipt of the predlspute arbltratlon clause contained In the Requlred 
Arbltratlon Dlsclosures and Arbltmtlon Agreement sections, pages 1 and 2, of the Schwab One Account Applicatlon Agreement. 

All Account Holders must sign. Your signature(s) below wlll also serve as a signature card for checks and Visa@ Platinum check card(s). 

Date 
Signature: Addltlonal Account Hoider/CustodianfCoGuardianf WExecutOr Print Name (mm/dd/w) 

b 

Date 
Signature: Addltlonal Account Holdar/Custodianf CoGuardian/CuExecutor Print Name (mm/dd/myl ' 

b 

62007 Charles Schwab & Co., Inc. All dghts reserved. Member SIPC. 
Schwab institutional Is a dlvlsion of Charles Schwab & Co., hc. FTA 02573 (0706.0970) APPl3582STA-17 (09/07) 
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ISSUER COMMUNICATIONS AND RELATED ACTIONS 

If you have granted your IA trading authority over your account, and your IA exercises investment discretion for you pursuant to an advisory Contract, YOU 
can appoint your IA to be sent certain issuer and issuer.related communications (proxies, tender offers, proposed mergers, rights Offerings, eKchange 
offers and warrants, among other things) that may require a voting decision or other action regarding investments held in Your account. 
If you appoint your IA below, your IA will, regarding only those voting decisions or other action communications sent to'your IA: (1) be requested to vote 
proxy ballots; (ii) be requested to provlde Instructions regarding corporate reorganizations and other corporate actions; and (iii) be sent Certain 
prospectuses and annual reports and other communications. In these cases, you will be authorizing your IA to make ail votlng decisions and take all 
actions on your behalf. You will not be sent informational copies of these communications. 

Even if you appoint your IA below, you may stlll be sent certain other Issuer and Issuer-related communlcatlons regarding Investments held in your account. 
You agree that you will be responslbfe for pmvldlng Schwab any applicable Instructions or diredons on those Items. 

Please select only one: 

0 Yes. I appoint my IA. and I will fulfill my responsibilities, as described above. I instruct Schwab not to disclose my name, address and SeCuritleS 
positions to any issuer of securities held in my account. 

@ No. I do not appoint my IA as described above. I wish to be sent all issuer and issuer-related communications, make all voting decisions and take all 
actions described above. I understand that any issuer of securities held in my account may request that Schwab disclose to it my name, address and 
securities positions in that issuer. 

If you selected "No" above, please select one: 

My IA @ should / 0 should not be sent Informational copies of any issuer or Issuer-related communications. 

If you do not select either "Yes" or 'No" above, Schwab will deem you to have indicated "No," but Informational copies of issuer and issuer-related 
communications may be sent to your IA. 

r 
I certify under penalty of perjury that (1) the number shown on this Appilcatlon Is my correct taxpayer number; (2) I am not subject to back-up 
wlthholding because (a) I am exempt from back-up wlthholdlng, or (b) I have not been notlfied by the Internal Revenue Sewlce (IRS) that I am subject 
to back-up wlthholdlng as a result of a failure to report ell interest and dlvldends, or (c) the IRS has notfled me that I am no longer subject to back-up 
wlthholdlng and (3) I am a US. person (including a U.S. resldent allen). (I Understand that if I have been notifled by the IRS that I am subject to back-up 
withholdlng as a result of dividend or interest underreportlng and I have not received a notlce from the IRS addslng me that back-up wlthholdlng lo 
terminated, I must strike or cross out the lnformatlon Contained In Item 2 above.) The IRS does not requlre my consent to any provision of this document 
other than the certification requlred to avold back-up wlthholdlng. 

The Agreement wlth Schwab Includes a predispute arbitration clause. I acknowledge receipt of the pndispute arbitration clause contained in the Required 
Arbltratlon Disclosures and Arbitratlon Agreement sectlons, pages 1 and 2, of the Schwab One Account Appllcatlon Agreement. 
All Account Holders must sign. Your signature(s) below will also serve as a signature card for checks and Visa. Platinum check card@). 

Date 
Signature: Additional Account Holder /Custod l~n /C~uard la~C~~ecutor  Print Name (mm/dd/w) 

b 

Date 
Slgnature: Additional Account Holder/Custodian/Cffiuardian/Co+recutor Print Name lmm/dd/WW) 

b 

02007 Charles Schwab & Co.. Inc. All tights reserved. Member SIPC. 
Schwab institutional Is a division of Charles Schwab & Co., 1%. FTA 02573 (07080970) APP13582STA17 (09/071 
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I _ _ _  
P. 1 ' Mar 64 10 01:28p David Toth 602-6262-5719 

e e 

Date: March 2,2010 
From: 

To: Doug Hall 
Fa: (480) 503-81 80 

Re: Diversified Finmci SGhmennan 
Charles Schwab Institutional Brokerage Account -196 

Included here is all &e docuanenta;tiw I have hard copies of in regard to the above 
account and my mother's money market 8ccou11z held by Diversified Financial/Rick 
Schnrerman. 

Thank you for your assistance. 

Sincerely, 



.- _ _  . ._ __ - -- - I '  Mar 64 10 01:28p David Toth 602-6262-571 9 

DIVERS W E D  FINANCIAL % 5312 North 12th Street Suite 301 Phoenix, Arizona 85014 
(602) 224-6040 (602) 957-4845 Fax (602) 266-5307 

I S.eptember 23, 2009 

Richard M. Schmerman*, C F P ,  ChFC 
TRX Planning and Portfolio ManagementY 

Ms. Stephanie Bivens 
Bivens & Associates P . L . L . C .  
5020 E a s t  Shea Boulevard  
S u i t e  #210 
Szor?.sciale, A r i z o n a  9 5 2 5 4  

Dear Ks. a i v e n s ,  

This is t o  acknowledge that as of September 15, 2009 the value 
in t h e  account  of Elizabeth I. kiken is $ 77,589.64. 

From Janua ry  1, 2CO9 until Seprember 15, 2009 the f o l l o w i n g  
transactions have occurred: 

Balance Canuary 1, 2009 $ 104,786.37 

Inter e s t  Pa p e r 1  t J a n u a r y  15, 2 0 0 9  $ 154.56 

T r a n s f e r  *Lo Bank Gns January Z t ? ,  2009 $ (20,000.93) 

In t e rest Payment April 15, 2004 $ 80.69 

Interesz Payment July 15, 2 0 0 9  s 68.02 

T r a 3 s f e r  t.0 Bank One Septerr.ber 3 ,  2009  $ ( 7,500.OCl; 

Salance September 15, 2009 $ 77,539.64 

Rlc%aard M. Schmerman 
RMS /a 1 y 

ACC000039 
SCHMERMAN 

FILE118145 

*Registered Principal Offering Securities and Advisory Scrviccs Through Unitcd Planncn 
Financial Services of America, A Limited Partnership Member FIhW, SIPC 

Diversified Financial and United Planners are not affiliated. 
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e 
%ERSIFIED FINANCIAL 

Richard M. Schmerman*, CFP, ChFC 
Tax Planning and Portfolio Management* 

J u n e  10, 2009 

Ms. Stephanie Bivens 
Bivens 6 Associates P.L.L.C. 
5020 East Shea Boulevard 
S u i t e  #210 
Scottsdale, Arizona 85254 

Dear Ms. Bivens, 

This is to acknowledge that as of May 31, 2009, the value in the 
account of Elizabeth I. Aiken is $ 85,021.62. . 

From January I, 2009 until May 31, 2009 t h e  following 
transactions have occurred: 

Balance January 1, 20G9 $ 104,786.37 

Interest Payment January 15, 2009 $ 154.56 

Transfer  to Bank One January 28, 2009 $ (20,000.00) 

Interest Payment April 15, 2009 $ 80.69 

Balance May 31, 2009 $ 85,021.62 

*Registered Principal Offering Securities and Advisory Services Through United Planners 
Financial SeMccs of America, A Limited Partnership Member PZNBA, SIPC 

Diversified Wnancial and United Planaen are not affiliated. 

ACC000040 
SCHMERMAN 

FILM145 



Mar 04 10 01:29p David Toth e 
5312 North l2th Street 

(602) 224-6040 

D ~ E ~ S ~ ~ ~  FRVA 
Suite 302 Phoenix, Arizona 85014 

(602) 957445 Fax (602) 266-5307 

Richard M. Schmermaa*, C F P ,  ChFC 
Tax Pianmog and Portfolio Management* 

August 14,2008 

Ms. Stephcrnie Bivens 
Bivens & Arsocietes P.JILC. 
5020 East She@ Boulevard 
suite #210 
Scoitsdale, A2 85254 

oeat MS. Bivens, 

This is to acknowledge that us 

P.4 

Ridard M. Schmerman 
RMS./dmc 

"Registered Principal Offering Securities and Advisory Services Through United Planners 
Financial Services of Ameiica, A Linited Partnemhip Member FDIRA, SlPC 

ancial and United Plannws mea& %tftUatcd, 
ACCOOOOdl 

sc 
FiLN8145 



Mar 04 10 01:29p David Toth 602-6262-571 9 P.5 e 
DIVERSIFIED FINANCIAL 1 .  

5312 North 12th Street Suite 301 Phoenix, Arizona 85014 
(602) 2244040 (602) 957-4845 Fax (602) 266-5307 &9? 

! I  

J 

Richard M. Schmerman, CFP, ChFC 
Licensed Investment Advisor 
Tu Ptannjng and Portfolio Management 

GLORIA I. AlKEN 
Institutional Money Market Account 

-- DESCRIPTION TRANSACTIONS SALANCES 

lnithl Deposit May, 2005 $ 175,000.00 y i ki,ao.c% 
Monthly Redemptlon ('June) $ (500.OO) 

'2& Quarter Interest Payment - 2005 $724.18 

$174,500.00 

$ I 75,224.12 

Monthly Redemptlon (July) $ (500.9€)) $174,724.18 

Monthly Redemption (August) $(SOO.OO) $1 74,224.1 8 

Monthly Redemption (September) s~500.00) $1 73,724.18 

3'' Quarter Interest Payment - 2005 $1,229.10 $1 74,953.28 

Monthly Redemption (October) $(500.00) $ 1  74,453.28 

Monthly Redemption (November) O(500.00) $ 1  73,953.28 

Monthly Redemption (December) $(500.00) 

4th Quarter interest Payment - 2005 $ 1,46 I .54 

$1 73,453.28 

$I  74,9 1 4.62 

Monthly Redemptlon Umnuary - 2006) S(500.CO)- $1 74,414.62 

S p e M  Redemption (February) $( l6,SOO.W) $157,414.62 

Monthly Redemption (March) $( 50O.OO) $1 56,914.62 

1" Quarter Interest Payment - 2006 $1,610.30 $158,524.92 

Monthly Redemption (April) S(SOO.OO) 6156,024.92 

Monthly Redemption (May) S( 500.00) $1 57,524.92 

Month[y Redernptlon (June) $( 5OO.oc) $1 57,024.92 

Specbl Redemption (June) $(4,500.00) $1 52,524.92 

Znd Quarter Interen Payment - 2006 8 1,632.02 $154,156.94 

Monthly Redemptlon (July) $( 500.00) $153,656.94: 
Securities Offered Through Mutual Service Corporation 

Diversified Financial is not affiliated with Mutual Service Corporation 
ACC000042 Member NASD/SIPC 

SCHMERMAN 
FILE#8145 
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Monev Market Rates 

602-6262-571 9 P .6 

0 

2005 2"d Quarter Interest Rate 
2005 3rd Quarter Interest  Ra e 
2005 qth Quartet Interest Ra e 

2006 Znd Quarter In te res t  Rate 
2006 lSt Quarter Ifiterest Ra I e 

2 . 4 9 %  
2.. ;3%. 
3 . 3 7 %  
3.82% 
4 . 2 8 %  

ACC000043 
SCHMERMAN FILEX8145 



0 0 
Doug Hall 

From: 
Sent: 
To: 
Subject: 

elbabeth aiken 1eIkabeth.aiken- 
Tuesday, March 02,2010 12:OQ PM 
d h a l l ~ u n ~ e ~ p l a n n ~ . ~ m  
FW: First set of money 

Can you send my a final account statement now, of do you have to wait till the final transfer? 

Hi Liz, 

Thirty fwe thousand is going in on Saturday. Rest of balance will be within the next few days. Rick 

1 



0 e 
Doug Hall D 

From: 
Sent: 
To: 
Subject: 

elizabeth aiken [elizabeth.aik 
Tuesday. March 02.2010 12. 
dhall@unitedplanners.com 
FW: First set of money 

- -- ~ ~ - x  --I_ .---- __.---_I_--- -.__llr-___-*-.-- 

From: elizabeth aiken [rnaib:efizabeth.aiken- 
Sent: Tuesday, January 26,2010 10:26 AM 
To: 'dfinandalQaol.com' 
Subject: RE: First set of money 

Rick, 

I received the first transfer today. 

Thanks, 

p - P - - - P - . = " e - - . - - .  _lr - 
From: dfinancial@aol,com [mail~:dfi~ncbl~aol.com] 
ant:  Friday, J a n u % 2 2 , 0  5:08 PM 
To: elizabeth.aiken 
Subject: First set of money 

Hi Liz, 

Thirty five thousand is going in on Saturday. Rest of balance will be within the next few days. Rick 

mailto:dhall@unitedplanners.com


From: 
Sent: 
to:  
Subject: 

elizabeth aiken [elizabeth.aiken@- 
Tuesday, March 02,2010 12:09 PM 
dhatl@unitedplanner.com 
FW: transfer 

.we. __l_l_- --*- - *  __ -y,c Y ~- - _ x , ~ l l  _I. ~- - - - - "--> ---*-I -I"-- -I- - ~ -------- 
From: elizabeth aiken [mailto:elizabeth.aiken 
Sent: Saturday, January 16, 2010 9:31 AM 
To: 'dfinancia I@aol.corn' 
Subject: RE: transfer 

Promise? Q 

From: dfinandaI@aol.com [mail~o:~~anc~l@aol~com] 
Sent: Saturday, Janua 16 2010 7:43 AM 

Subject: Re: transfer 
To: eIizakth.aiken@ N 
Hi, We should be seeing the monies sometime between Wednesday and Friday of next week. I will make YOU a 
statement this weekend for your balance. Thanks for your patience. Rick 

---Original Message--- 
From: elizabeth aiken c e l i z a b e t h . a i k e n @ ~  
To: dfinancial@aol.com 
Sent: Fri, Jan i 5 , Z O l O  429 pm 
Subject: RE: transfer 

Rick, 

I received no transfer at all this week. 

1 
2010 1O:W AM 

Subject: Re: transfer 

Hi. 

Received the e-mail. Will take care of the transfer. It will be starting right around Wednesday, but may be a couple of 
days later. I will keep you informed. Rick 

ACC000047 1 
SCHMERMAN 

F l iu8145 

mailto:dhatl@unitedplanner.com
mailto:elizabeth.aiken
mailto:dfinandaI@aol.com
mailto:dfinancial@aol.com


--Original Message--- 
From: efizabeth aiken <- 
To: dfmancial@aol,cm 
Sent: Thu, J a n 7 , m 9 : 2 6  am 
Subject: FW: transfer 

Rick, 

I have not heard from you, but I am assuming you have received the below email and that you will transfer my balance 
and write me up a final account statement by next Wed. Please confirm that you have received this email. 

"%"".P--"-p ----- --- ..*--* -~ - -_-----**-w 

Fmm: elizabeth aiken [mailto:- 
Sent: Wednesday, December 23, 2009 3:58 PM 
To: 'dfinancial@aol,com' 
Subject: transfer 

Rick, 

I'm really very concerned that I asked you to make a transfer on Novembet 18% and I still have not received the total 
amount. I have to keep asking you again and again for thew transfers and so I think it would be better if I closed my 
account with you and transfer the funds to an account I feel confident that I can access when needed. 

Please create a final account statement and transfer that amount into my account by Jan. 13. Three weeks should be 
more than enough time to do this for me. 

Thank you. 

2 



From: elhbeth aiken [elizabeth .ai ken- 
Sent: 
To: 
Subject: 

Tuesday, March 02,2010 12:08PM 
dhall@unitedplanners.com 
FW: transfer 

From: eliizabeth aiken [mailto:elizabeth.aiken@= 
Sent: Friday, January 15, 2010 4:30 PM 
To: 'dfinanciaI@aol.com' 
Subject: RE: transfer 

Rick, 

I received no transfer at all this week. 

p - - ~ * * m ~ ' . " - . - a . + . w - - *  I. _^-- -- - - -*^___ ",.* -*I, - 3 - w  

From: dflnandal@aol.com [mailto:dflnancial~aol.com J 
Sent: Thursday, Janua 07 2010 1O:W AM 

Subject: Re: transfer 
To: elibeth.aiken & 
Hi, 

Received the e-mail. Will take care of the transfer, It will be starting right around Wednesday, but may be a Couple of 
days later. 1 will keep you informed. Rick 

--Original Message--- 
From: elizabeth aiken < e t i z a b e t h . a i k e n m  
To: dfinancial@aol.com 
Sent: Thu, Jan 7,2010 926 am 
Subject: FW: transfer 

Rick, 

I have not heard from you, but I am assuming you have received the below email and that you will transfer my balance 
arid write me up a final account statement by next Wed. Please confirm that you have received this email. 

~ ~ *--m -I_ --- 
From: elizabeth aiken [mailto 
Sen mber 
To: 
Subject: transfer 

1 

A ~ C ~ 0 0 0 4 9  
S C H M E W  

FILEW145 

mailto:dhall@unitedplanners.com
mailto:elizabeth.aiken
mailto:dflnandal@aol.com
mailto:dfinancial@aol.com


. 
Rick, 

I'm really very concerned that I asked you to make a transfer on November 1 8'h and I still have not received the total 
amount. I have to keep asking you again and again for these transfers and so I think it would be better if I closed my 
account with you and transfer the funds to an account I feel confident that I can access when needed, 

Please create a final account statement and transfer that amount into my account by Jan. 13. Three weeks should be 
more than enough time to do this for me. 

Thank you. 

2 



From: 
Sent: 
to: 
Subject: 

elizabeth aiken [ e l i ~ b e t h ~ a i k ~ n ~  
Tuesday, March 02,2010 1208 PM 
dha l l~un i~~dp lann~rs .~m 
FW: transfer 

~. I _ 1  ”- - ~ . . ~  -_ __I_ _ ~ ~ _ _ _ ~ _ _ , , x _ . x  *-I1lxl ._ “----_x - ””-- . -------* * -- -* .--I- *- * - - _I . 
From: elizabeth aiken [mai l to:el izab&h.aikenm 
Sent: Thursday, January 07,2010 9:26 AM 
To: ‘dfinancialQaol.com’ 
Subject: FW: transfer 

Rick. 

I have not heard from you, but I am assuming you have received the below email and that you will transfer my balance 
and write me up a final account statement by next Wed. Please confirm that you have received this email. 

_II 1-LI .. I _ L * * U I - * v - L ( . P  -*--’.=* --- 
From: elizabeth aiken [rnaib:elizabeth.aikn- 
Sent: Wednesday, December 23, 2009 358 PM 
To: ‘dfinanaai@aoi.com’ 
Subject: transfer 

Rick, 

I’m really very concerned that i asked you to make a transfer on November 18’” and I still have not received the total 
amount. I have to keep asking you again and again for these transfers and so I think it would be better if i closed my 
account with you and transfer the funds to an account 1 feel confident that I can access when needed. 

Please create a final account statement and transfer that amount into my account by Jan. 13. Three weeks should be 
more than enough time to do this for me. 

Thank you. 

ACCOOOO51 
SCHMERMAN 

FtLE.Bl45 

1 

mailto:elizab&h.aikenm


From: 
Sent: 
To: 
subject: 

eluabeth aiken [elizabeth.aiken 
Tuesday, March 02,2010 12:08 PM 
dhallaunited planners. com 
FW: transfer 

-*______---.._ ~ _ - - ~ - ~ - ~ _ _ - . .  _-__ _-- 7 ~ _ p - ~ _ ^ 1 * 1 _ - - - . - - - - - -  -*----- ----- 
From: ellzabeth aiken [mailto:elkabeth . a i k e n m  
Sent: Wednesday, December 23,2009 3:58 PM 
To: 'dfinancial@aol.com' 
Subject: transfer 

Rick, 

I'm really very concerned that I asked you to make a transfer on November 18th and I still have not received the total 
amount. I have to keep asking you again and again for these transfers and so I think it would be better if I closed my 
account with you and transfer the funds to an account I feel confident that I can access when needed. 

Please create a finat account statement and transfer that amount into my account by Jan. 13. Three weeks should be 
more than enough time to do this for me. 

Thank you. 

ACC000062 
SCHMERMAEI 

FIL.#8145 1 

mailto:elkabeth


Doug Hall 0 a 
From: 
Sent: 
To: 
Sublect: 

etizabeth aiken [eluabeth.aiken@= 
Tuesday, March 02,2010 i2:07 PM 
dhall~unitedplanne~.~m 
FW: Gloria Aiken 

From: elitabeth aiken [mai t to:e l izabeth.a iken~ 
Sent: Monday, December 14,2009 8:46 AM 
To: 'dfinanclat@ad .corn' 
Subject: FW: Gloria Aiken 

Rick, 

I have received the first $1 5,000 but not the second. When will you be able to do that transfer? 

Thanks, 

From: elzabeth aiken [ m a ~ l ~ : e l ~ z a ~ ~ * a i ~ n ~  
Sent: Wednesday, November 18,2009 1k28 AM 
To: 'DFinmcial@aol.com' 
Sub- Gloria Aiken 

Rick, 

Would it be possible for you to transfer $30,000 into my mother's account before Dec, 1'7 

Thanks very much. 

1 



From: 
Sent: 
To: 
sub/ect: 

elizabeth aiken [elizabeth aiken- 
Tuesday, March 02,2010 1206 PM 
d~all~unit~pl~nne~.com 
FVV: Gloria &ken 

--....- Original Message----- 
From: elizabeth aiken [mailto:elizabeth.aiken@- 
Sent: Monday, November 30, 2889 8:22 AM 
To: 'dfinancial@aol,com' 
Subject: RE: Gloria Aiken 

Rick, 

I have not seen the transfer yet. I'm hoping it still can happen by tomorrow. It's really 
Import ant. 

Thanks, 
Liz 

- - - - -  Original Message----- 
From: dfinancial aol. com [mailto:dfinancial 
Sent: Wednesday, November 18, 2009 6:29 PM 
To: elizabeth.aiken@= 
Subject: Re: Gloria Aiken 

Hi, We will take care o f  it. Rick 

- - - - -  Original Message----- 
From: elizabeth aiken <elStabeth. a i k e m  
To: DFinancial@aol.com 
Sent: Wed, Nov 18, 2889 11:28 am 
Subject: Gloria Aiken 

Rick, 

Would it be possible for you to transfer $30,000 into my her's account before Dec. lst? 

Thanks very much. 

Liz Aiken 

1 

ACC000054 
SCl(h4ERLhAX 

FlLUB145 
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Doug Hall 0 
From: 
Sent: 
To: 
Subject: 

elizabeth aiken [eiirabeth.aiken@= 
Tuesday, March 02,2010 12:06 PM 
dhall@unitedplanners.com 
FW: Gloria Aiken 

Mr. Hall, 

Thank you very much for you call. 

This is the beginning of the struggle I had with Mr. Schmerman to transfer funds. Other emails will follow. 

~~ - ~~ w- 

F m :  elizabeth aiken [ m a i l t o : e l i z a b e t f i . a i k e n ~  
Sent: Wednesday, November 18,2009 11:28 AM 
To: 'DFinancialQaol.com' 
Sub- GkKia Aiken 

Rick, 

Would it be possible for you to transfer $30,000 into my mother's account &fore De&. l"? 

Thanks very much. 

mailto:dhall@unitedplanners.com


June 10, 2009 

Ms. Stephanie Bivens 
Bivens C Associates P.L.L.C. 
5020 East Shea Boulevard 
Suite #210 
Scottsdale, Arizona 85254 

Dear Ms. Bivens, 

This is to acknowledge that as of May 31, 2009, the value in the 
account of Elizabeth 1. Aiken is $ 85,021.62. 

From January 1, 2009 until May 31, 2009 the following 
transactions have occurred: 

Balance January 1, 2009 

Interest Payment January 15, 2009 

Transfer to Bank One January 28, 2009 

In t e re s t Payment April 15, 2009 

Balance May 31, 2009 

Sincerely, 

Richard M. Schmerman 
RMS /dmc 

ACC000056 
SCHMERMAN 

FILEI18145 

$ 104,786.37 

$ 154.56 

$ (20,000.00) 

$ 80.69 

$ 85,021.62 



W 

September 23, 2009 

Ms. Stephanie Bivens 
Bivens & Associates P.L.L.C. 
5020 East Shea Boulevard 
Suite #210 
Scottsdale, Arizona 85254 

Dear Ms. Bivens, 

This is to acknowledge that as of September 15, 2009 the value 
in the account of Elizabeth I. Aiken is $ 77,589.64. 

From January 1, 2009 until September 15,  2009 the following 
transactions have occurred: 

Balance January 1, 2009 $ 104,786.37 

154 .56  Interest Payment January 15, 2009 $ 

Transfer to Bank One January 28, 2009 $ (20,000.00)  

Interest Payment April 15, 2009 $ 80.69 

Interest Payment July 15, 2009 $ 68.02 

Transfer to Bank One September 3, 2009 $ ( 7,500.00) 

Balance September 15, 2009 $ 77,589.64 

Sincerely, 

Richard M. Schrnerman 
RMS/aly 

ACC000057 
SCHMERMAN 

FILM145 



UNITED PLANNERS 
FINANCIAL SERVICES 

A LIMITED PARTNERSHIP 

7333 EAST DOUBLETREE RANCH ROAD, SUITE 120, SCOTTSDALE, ARIZONA 85258 
TEL (480) 991-0225 FAX (480) 991-2714 

November 30th, 20 IO 

Arizona Corporate Commission 
Attn: Phong (Paul) Huynh 
1200 West Washington 
Phoenix, AZ 85007 

Re: Richard M. Schmerman, 

Dear Mr. Huynh, 

This letter is in response to your correspondence dated November 1 Om, 20 10. 

1. 

2.  

3. 

4. 

5.  

6. 

7. 

8. 

9. 

10. 

1 I .  

Enclosed is a list of Mr. Schmerman’s clients (advisory and security) through United Planners. Please note 
that Mr. Schmerman was an investment advisory representative through United Planners’ advisory program 
and did not have discretionary authority on client accounts. Diversified Financial was his DBA name for 
his tax practice. Please see Exhibit A. 

Per our conversation on November 15”, we have postponed the response. 

Per our conversation on November 1 5th, we have postponed the response. 

The information regarding the Schmerman investigation was included in the FINRA and prior AZ 
responses. United Planners believes that the previous submissions are inclusive of all investigative 
documents. If any additional items are found, we will promptly supplement this correspondence. 

Enclosed are all documents to and from FINRA relating to Mr. Schmerman. Please see Exhibit B. 

The only complaint received relating to Mr. Schmerman was by Ms. Aiken. Please see Exhibit C. 

Enclosed are Forms U-4 and U-5 for Mr. Schmerman. No Form U-6 has been filed. Please see Exhibit D. 

Enclosed are the written supervisory procedures for United Planners as well as the Policies and Procedures 
Manual (Field Manual) during the time in question. Please see Exhibit E. All United Planners registered 
representatives are required to attest annually that they have read the United Planners Policies and 
Procedures Manual (see question #18 on the Annual Compliance Questionnaire). Enclosed are the 
certifications that Mr. Schmerman made while affiliated with United Planners. Please see Exhibit F. 

Enclosed is Mr. Schmerman’s response to our inquiry regarding Ms. Aikens. Please see Exhibit G. 

United Planners audited Mr. Schmerman’s three times during his association. Enclosed are the audits and 
supporting documentation. Please see Exhibit H. 

United Planners audits policy is noted in the Firm’s written supervisory procedures (page 16, 128). Please 
see Exhibit E. 

Sincerelv. 

V 
Doug Hall 
Vice President, Chief Compliance Officer 
Cc: File 

ACC001308 
SCHMERMAN 

PlLlB8145 
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03/31/2010 06: 54 3036209450 

financial industr). Regulatory Authority 

FINRA PAGE 01/04 

FAC S I M I L E 

TO Mr. Douglas C. Hall FROM Greg W alsh 
United Planners Financial 
Services of America A Limited 303-620-9450 

COWANY Partner FAX 

FAX 480-503-81 80 fEL 303-4464 1 00 
TEL 480-991 -0225 

DATE March 31,2010 

NUMBEROF P4CES INCLUDING COVER 4 
This fax transmittal is strictly confidential and Is intcndcd 
solelyfor the person ororganlzatlon to whom it is addressed. 

Investor protection. Market integrity. 

ACC007283 
FILEP8145 

4600 5. Syracuse Street 
Suite 1400 f 303 6209450 
Denver, CO www.fin ra.org 
80237-2719 

t 303 446 3100 
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Flnancial Industry Regulatory Authority 

First Class Mail and Facsimile (4 

March 31,2010 

CONFIDENTIAL 

Mr. Douglas C. Hall 
United Planners’ Financial Services of America a Limited Partner 
7333 E. Doubletree Ranch Rd 
Scottsdale, AZ 85258 

RE: -0460 
United Planners’ Financial Services of America a Limited Partner / Mr. Richard 
Mark Schmerman 

Dear Mr. Hail: 

This office is conducting inquiry with respect to the Form U-5 filed by your firm on behalf 
of your former registered representative Richard M. Schmerman (“Schmerman”). The 
Form U-5 was filed on March I O ,  2010, indicating that Schmerman was the subject of a 
customer complaint received Qn February 26, 2010, that led to an internal investigation 
resulting in his discharge. The Form U-5 states the firm determined that Schmarman 
comingled client assets with his checking account. 

To facilitate our inquiry, it is requested that you please provide the following information: 

1. 

2. 

3. 

4. 

5. 

Per our conversation on March 26, 2010, please provide a written narrative 
detailing the firm’s initial discovery and subsequent internal investigation of 
Schmsrman’that led to the Form U-5 filing on March IO,  2010. Please 
include all t h e  relevant documentation obtained during the firm’s review. 

Documentation evidencing the expansive reviews you mentioned the firm 
conducted to determine if additional customers were affected. 

Copy of the complaint received,on February 26, 201 0, from the customer 
identified in the Form U-5 filing. Include a copy of the firm’s response and 
any subsequent communications with the customer including documentation 
evidencing the firm’s settlement. 

Contact information for the individual that filed the February 26, 2010, 
complaint. 

Copies of Schmerman’s emails incoming and outgoing from his start date 
through his termination date. 

Investor prbtcdion. Market integrity., 

ACC007284 
FILEt8145 

District 3A 1 303 44li 3100 
4600 s. Syracirwf;t,, Siilte 1400 
Denver. CO R0>97-2719 www finra.org 

f 303 620 9450 

http://finra.org


06: 54 3036209450 FINRA PAGE 03/04 

United Planners' Financial Services of America A Limited Partner I Richard Mark Schrnerman 
20100220480 
Page 2 of 3 

6. A list of all branch audits conducted by the firm for Schmerman's branch 
office since May 15,2008. 

7. Copies of the new account forms whether submitted to the home office or not 
for the customer and/or the daughter of the customer identified in the Form U- 
5 filing. Provide an explanation whether or not Schmerman opened an 
account for either the customer or her daughter. Provide all appiicable 
documentation. 

8. If applicable, copies of the account statements for the account of the 
customer and/or the daughter of the customer identified in the From U-5 
filing. 

9. Electronic Copy of the firm's written supervisory procedures in place From 
May 15, 2008, through the date of Schmerrnan was terminated. 

I O .  Copies of all forms signed by Schmerman documenting his attesting to being 
aware of and complying with applicable securities rules and regulations as 
well as the firm's compliance policies and procedures. 

1 1. Copies of any other complaints against Mr. Schmerman received by the firm 
during the past two years and the firm's response to those complaints. 

12. Any and all other data, documents and/or information the firm would want this 
office to review with respect to this matter. 

Please be advised that a firm employing a registered representative with a history or 
pattern of investor complaints, disciplinary actions, and/or arbitrations must consider 
imposing heightened supervisory procedures and/or educational programs designed to 
address the issues raised by the history or pattern of any such registered representative 
(see Notice tu Members 97-19). 

Since this is a preliminary inquiry, it does not require reporting under Form U-4, Question 
14E, regarding notice of investigations. 

This request is being made pursuant to FINRA Rule 8210 which requires a member firm 
and persons associated (or formerly associated) with a member fin to provide 
information with respect to any matter involved in an investigation, complaint or 
proceeding. Your response must be received in this office no later than April 16, 2010. 

White FINRA's investigations are conducted in a confidential and non-public manner, 
NASDhJYSE rules do not provide for the "confidential treatment" of documents or 
records in all circumstances. Accordingly, FlNM does not enter into any agreement 
with a member as to confidential treatment of documents or records produced during an 
investigation. As you may know, we are subject to SEC oversight and routinely grant the 
SEC access to such records or documents, if so requested. Also, FINRA may produce 
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such records or docurnants to a litigant in response to a subpoena, or to federal or state 
regulatory authorities or law enforcement agencies in response to a subpoena or a 
regulatory access request, or to another self regulatory organization in response to a 
regulatory access request. FINRA does not provide a member with any notification of 
the service of such a subpoena or access request. However, if an access request is 
granted the recipient has undertaken to treat the documents or records in the same 
confidential manner as FINRA does. These are the limited circumstances under which a 
third party could gain access to the documents or records you have produced. 

If you have any questions, please contact the undersigned at 303-446-3100. 

Associate Principal Examiner 
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Financial Industry Regulatory Authority 

First Class Mail and Facsimile (480) 503-81 80 

March 31, 201 0 

CONFIDENTIAL 

Mr. Douglas C. Hall 
United Planners' Financial Services of America a Limited Partner 
7333 E. Doubletree Ranch Rd 
Scottsdale, AZ 85258 

RE: -0460 
United Planners' Financial Services of America a Limited Partner / Mr. Richard 
Mark Schmerman 

Dear Mr. Hall: 

This office is conducting inquiry with respect to the Form U-5 filed by your firm on behalf 
of your former registered representative Richard M. Schmerman ("Schmerman"). The 
Form U-5 was filed on March 10, 2010, indicating that Schmerman was the subject of a 
customer complaint received on February 26, 2010, that led to an internal investigation 
resulting in his discharge. The Form U-5 states the firm determined that Schmerman 
comingled client assets with his checking account. 

To facilitate our inquiry, it is requested that you please provide the following information: 

I. 

2. 

3. 

4. 

5. 

Per our conversation on March 26, 201 0, please provide a written narrative 
detailing the firm's initial discovery and subsequent internal investigation of 
Schmerman that led to the Form U-5 filing on March 10, 201 0. Please 
include all the relevant documentation obtained during the firm's review. 

Documentation evidencing the expansive reviews you mentioned the firm 
conducted to determine if additional customers were affected. 

Copy of the complaint received on February 26,201 0, from the customer 
identified in the Form U-5 filing. Include a copy of the firm's response and 
any subsequent communications with the customer including documentation 
evidencing the firm's settlement. 

Contact information for the individual that filed the February 26, 201 0, 
complaint. 

Copies of Schmerman's emails incoming and outgoing from his start date 
through his termination date. 

Investor protection. Market integrity. District 3A t 3034463100 
4.600 S. Syracuse St.. Suite 1400 
Denver, CO 80237-2719 www.finra.org 

f 303 620 9450 
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6. 

7. 

8. 

9. 

A list of all branch audits conducted by the firm for Schmerman’s branch 
office since May 15, 2008. 

Copies of the new account forms whether submitted to the home office or not 
for the customer and/or the daughter of the customer identified in the Form U- 
5 filing. Provide an explanation whether or not Schmerman opened an 
account for either the customer or her daughter. Provide all applicable 
documentation. 

If applicable, copies of the account statements for the account of the 
customer and/or the daughter of the customer identified in the From U-5 
filing. 

Electronic Copy of the firm’s written supervisory procedures in place From 
May 15, 2008, through the date of Schmennan was terminated. 

10. Copies of all forms signed by Schmerman documenting his attesting to being 
aware of and complying with applicable securities rules and regulations as 
well as the firm’s compliance policies and procedures. 

11. Copies of any other complaints against Mr. Schmerman received by the firm 
during the past two years and the firm’s response to those complaints. 

12. Any and all other data, documents and/or information the firm would want this 
office to review with respect to this matter. 

Please be advised that a firm employing a registered representative with a history or 
pattern of investor complaints, disciplinary actions, and/or arbitrations must consider 
imposing heightened supervisory procedures and/or educational programs designed to 
address the issues raised by the history or pattern of any such registered representative 
(see Notice to Members 97-79). 

Since this is a preliminary inquiry, it does not require reporting under Form U-4, Question 
14G, regarding notice of investigations. 

This request is being made pursuant to FINRA Rule 8210 which requires a member firm 
and persons associated (or formerly associated) with a member firm to provide 
information with respect to any matter involved in an investigation, complaint or 
proceeding. Your response must be received in this office no later than April 16, 2010. 

While FINRA’s investigations are conducted in a confidential and non-public manner, 
NASDINYSE rules do not provide for the “confidential treatment“ of documents or 
records in all circumstances. Accordingly, FlNRA does not enter into any agreement 
with a member as to confidential treatment of documents or records produced during an 
investigation. As you may know, we are subject to SEC oversight and routinely grant the 
SEC access to such records or documents, if so requested. Also, FiNRA may produce 
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such records or documents to a litigant in response to a subpoena, or to federal or state 
regulatory authorities or law enforcement agencies in response to a subpoena or a 
regulatory access request, or to another self regulatory organization in response to a 
regulatory access request. FINRA does not provide a member with any notification of 
the service of such a subpoena or access request. However, if an access request is 
granted the recipient has undertaken to treat the documents or records in the same 
confidential manner as FlNRA does. These are the limited circumstances under which a 
third party could gain access to the documents or records you have produced. 

If you have any questions, please contact the undersigned at 303-446-37 00. 

AssGciate Principal Examiner 

ACC007291 
FILEU8145 



/ UNITED PLANNERS’ 
/ FINANCIAL SERVICES 

O F  AMERICA 
A LIMITED PARTNERSHIP 

i 
/ 
/ 

t’ 7333 EAST DOUBLFTREE RANCH ROAD, SUITE 120, SCOTTSDALE, ARIZONA 85258 
TEL (480) 99 1-0225 FAX (480) 99 1-27 14 

April 14”, 2010 

FlNRA 
Attn: Greg Wdkh 
4600 S. Syracuse St., Suite 1400 
Denver, CO 80237-271 9 

Re: Examination-0460 

Dear Mr. Walsh, 

This letter is in response to your correspondence dated March 3 l‘, 2010. 

I .  Enclosed is my written narrative of the internal investigation of Mr. Schmerman as well as copies of 
relevant documents. Please see Exhibit A. 

United Planners interviewed Mr. Schmerman on March 1’’ during the unannounced audit as well as 
during a meeting with senior management on March 4”’. Mr. Schmennan denied any other active 
accounts similar to Ms. Aikens. A review o f  Mr. Schmerman’s checkbook was conducted during the 
audit. Mr. Schmerrnan did not maintain a general ledger, so the review was limited to bank statements. 
United Planners did locate outgoing wires in the bank statements to Meridian Trust FCU-David 
Kallgren. David Kallgren was on file as a client. I called the Kallgren’s and spoke to Leslie Kailgren 
(spouse) on March 81h. She indicated that they invested approximately $100,000 with Mr. Schmerman 
and they received their principal plus interest back about a year ago. She indicated that they no longer 
do business with Mr. Schmerman. 

As noted during our phone conversation, transactions such as “withdrawal made in a branch/store” and 
“deposit” did not have complete detail noted on the statement. With the information available to 
United Planners, we were unable to determine any other customers that were affected. 

United Planners became aware of Ms. Aiken through the Charles Schwab Institutional Compliance 
Department. The documents that they forwarded to United Planners are enclosed as Exhibit B. Ms. 
Aiken was contacted on March 2>Id. Ms. Aiken indicated that she was not upset. She did however 
indicate that she needed access to her funds since she was no longer employed. She said that Mr. 
Schmerman had promised her that her funds would be available on Friday March SIh. I spoke to Ms. 
Aiken on Thursday and provided her with a release document via email that afternoon. Ms. Aiken 
indicated that she would be in the area on Friday and we agreed that she would stop by with the release 
and pick up her check. United Planners issued a check to Ms. Aiken on March 5‘h for $12,784.15 
which covered the remaining principal plus interest. This figure was provided by Mr. Schmerman in 
the March 4” meeting. Ms. Aiken did not sign the release document. United Planners did provide Ms. 
Aiken the settlement check without signing the rclcase. Enclosed is a copy o f  the check and the 
unsigned release. Please see Exhibit C .  

2. 

’ 

3. 

4. Ms. Elizabeth Aiken contact information is -1 AZ - = 
5. Enclosed are the cmails provided by Ms. Aiken to and from Mr. Schmerman. Please see Exhibit D. 

Additionally, 1 am still gathering Mr. Schmerman’s emails since his affiliation with United Planners 
through the firm provided email and will provide a CD once completed. 
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6. Mr. Schmerman’s office location was audited three (3) times since his affiliation, Enclosed is a copy 
of each audit. Please see Exhibit E. 

7. During the March 1’ audit, United Planners request to see the file for Elizabeth Aikep (daughter) and 
Gloria Aiken (deceased ,mother). Mr. Schmerman maintained the enclosed documetts for Elizabeth 
Aikens; however no document was located for Gloria. Please note that the documepts were located 
during the March 1‘ audit and United Planners was not aware of Elizabeth or Gloria Aiken prior to 

United Planners determine that there were no accounts opened and funded throbgh a bona fide 
custodian for Elizabeth or Gloria. 1 have included documents provided by Ms.‘ hiken and Mr. 
Schmerman that were created by Mr. Schmerman and noted the activity and balance of the Aiken 
account. Please see Exhibit A. 

February 26th. Please see Exhibit F. i 

8. 

9. The WSP is being forward via email. 

10. I have encIosed copies of Mr. Schmenman’s annual attestations. Please see Exhibit G. 

1 1. United Planners has not received any other complaints regarding Mr. Schmerman. 

12. As noted previously, United Planners became aware of this matter on Friday February 26”. An 
unannounced audit was conducted on Monday, March I” .  Mr. Schmerman was questioned further on 
March 4‘. United Planners made Ms. Aiken whole on Friday, March 5Ih. At the conclusion of our 
investigation, United Planners terminated Mr. Schmerrnan for cause and file a disclosure filing, 
complaint filing, and noted Mr. Schmerman’s Form U-5 on Wednesday, March IO*. Please note that 
this activity started prior to Mr. Schmerman’s affiliation with United Planners. 

Sincerely, 

Doug Hal! 
Vice President, Chief Compliance Officer 

Encl. 
Cc: File 
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Rick Schmerman - Elizabeth Aiken Matter 

On Friday February 26‘h, I received a phone call from Michelle Thetford of Schwab Institutional (SI) 
Compliance. Michelle indicated that SI received correspondence on February 25‘h from Liz Aiken and 
that Ms. Aiken indicated that Mr. Schmerman (“Schmerman”) was slow to  provide her access to her 
account and was hoping to go directly t o  SI to  access her funds. Ms. Thetford indicated that the service 
person informed Ms. Aiken that she opened an account with SI; however the account was never funded. 
Ms. Aiken then faxed the service person information that she had regarding her account. Ms Thetford 
provided me the documents which Ms. Aiken provided to  SI (see Exhibit B). 

On Monday March l’, an unannounced audit of Mr. Schmerman’s office location was conducted by 
Aaron Somers and me. We 
interviewed his office staff (Amy Montaldo and Megan Smallwood) to determine if they had any 
information regarding accounts that were outside the normal custodian relationship. Both Aaron and I 
concluded that it appeared that they were not aware of or had access to information relating to this 
matter. It also appears that they have limited industry knowledge and did administrative tasks as they 
were told. 

Schmerman was not immediately a t  the office when we arrived. 

We requested Elizabeth Aiken’s client file, Gloria Aiken‘s client file, all incoming and outgoing 
correspondence, and Schmerman‘s general ledger (bank statements) since joining United Planners. We 
also requested additional accounts for review. Shortly after we began, Schmerman returned to the 
office. He provided me with hard copies of bank statements and indicated that he did not use the 
computer regarding his financial records. 1 perform a review of the bank statements. Without a general 
ledger, the review was difficult to determine the nature of all transactions (ex. Withdrawal from Bank, 
Deposit). I then addressed Ms. Aiken concern directly with Schmerman. He indicated the following: 

Ms. Aikcn and her mother were friends of one of his larger clients (Joan and Walt Magen). According to 
Schmerman, the Magen’s asked him to assist Gloria Aiken. Schmerman indicate that Gloria Aiken was 
concerned that she would “lose access” (AHCCCS Benefit from the State of AZ?) if the assets were in her 
name. Schmerman could not provide a clear explanation on the details of the arrangement and 
indicated that the arrangement occurred a while ago (5-6 years ago). He indicated that the original 
amount was $175,000 (which I confirmed with Liz Aiken). He also indicated that he forwarded the Aiken 
funds to a Michael Weinstein in Hallandale, FL (Miami Metro Area). Schmerman said that Weinstein 
was a friend of his father and that he invested the $175,000 in a money market fund/interest bearing 
account (he was very vague and indicated that he didn‘t know the registration of the account). 
Schmerman provided a phone number for Weinstein on Thursday (954-458-8059); however the number 
rang and there were no answer/no machine. 

Schmerman went on to say that whenever Gloria or Liz Aiken needed funds, they would request what 
they needed and Schmerman would contact Mr. Weinstein and Mr. Weinstein would forward a check 
made out to Diversified Financial (Schmerman’s DBA) and he would deposit the check into Schmerman’s 
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Wells Fargo Account and then make a withdrawal in a form of a cashier's check and deposited directly 
into Ms. Aiken's Chase account. 

I received "account statements" created by Schmerman (from both Schmerrnan and Aiken) that were 
provided by Schmerrnan to a Stephanie Bivens. Note: According to Liz Aiken, Ms. Bivens is an elder law 
attorney that assists Liz Aiken with issues relating to her mother Gloria in 2008. In the documents 
provided by Liz Aiken via SI, a letter dated August 14", 2008 from Schmerman to €livens noted a g i f t  of 
$11 7,204 from Gloria to Elizabeth. The letter indicates that the transfer was from Gloria's SI account (no 
account # given) to Elizabeth's SI uccount (#9811-6196). Schmerman admitted that Gloria did not have a 
SI account and Liz Aiken's SI account was not funded. Our understanding is that the August 2008 letter 
was done because Ms. Biven's needed something to reflect the change of account registration. 

As indicated earlier, Mr. Schmerman noted the reason for the account was so that Gloria did not lose 
"access"; however Schmerman was unable to provide a reasonable explanation on why it is was ok to 
forward the money back to Gloria (now Liz) if they were trying to avoid showing assets in their name. 
Schmerman could not remember the health issues regarding Gloria and noted he believed it was related 
to an accident; which contradicts the conversation with Liz Aiken who indicated the Gloria had 
Alzheimer's and that she had to go into assisted living. Liz indicated that they were doing a spend down 
and that the attorney requested information regarding this. 

Schmerman noted that there was $12,500 remaining plus interest and Liz requested the money and he 
requested the money from Weinstein. 

On March 2'Id I received a voicemail from Kip a t  SI. I returned the call with Aaron Somers in my office. 
Kip was following up regarding the conversation that I had with Michelle on Friday. We were able to 
determine consistency in certain items relating to this matter during the conversation. Kip indicated 
that Liz Aiken noted she did receive her money from Schmerman, but recently there was a delay in 
service which is why she contacted SI. Kip confirmed that Ms. Aiken indicated the amount outstanding 
is $12,500. The loan was originally $175,000. The SI account was never funded. I told Kip that we 
conducted a surprise audit and were gathering all the facts and would continue to communicate with SI. 

On March 2nd, I contacted Ms. Aiken by phone with Aaron Somcrs present. She was very nice and 
cooperative. She confirmed again that she was paid everything back except $12,500 and that 
Schrnerman was to provide the remaining funds to her this Friday. She indicated that she had multiple 
emails from Schrnerman requesting payment. She forwarded ten emails. She also indicated that there 
were "statements" that Schmerman provided and she would fax them to me. Ms. Aiken clarified that 
the original deposit of $175,000 in May of 2005 was in her mother's name and that the gifting issue was 
not addressed until August 2008. 

On March 3rd, Kate Hapeman completed the audit started on Monday (Aaron and I ran out of time due 
to a lengthy interview). 

ACC007121 
FILE#8145 



On March 3rd, I spoke with Ms. Aiken to  request additional documentation. She confirmed again that 
the pending amount was $12,500. She noted that she would fax the remaining documents to me this 
afternoon. I verified that her mother had Alzheimer's after the account was opened and that there was 
no gifting /Sr. Assistance issue until August of 2008. She noted that there were no documents signed by 
her or Gloria regarding the gifting. The only document is the one provided by Schmerman. 

On Thursday March 4th, Schmerman came to the home office and met with Sr. Management a t  9:30 AM. 
Numerous questions were asked. Schrnerman indicated that there were no other active clients. Mr. 
Schmerman provided Weinstein's number and the total payoff figure for Aikens ($12, 784.15). I 
provided Ms. Aiken a release via email and she indicated that she would be in the area on Friday. 

On Friday March 5th, United Planners issued a check to make Ms. Aiken whole. When she arrived she 
indicated that she had not signed the release. After a discussion, United Planners provided her the 
settlement check. 

During the checkbook review, I notice wires to a David Kallgren who had a new account form on file. On 
Monday, March 8*, I called David Kallgren. Leslie Kallgren answered the phone. She indicated that they 
invested $100,000 with Schmerman; however received all of their money back about a year ago. She 
said that they are no longer clients. 

On Wednesday, March loTh, United Planners terminated Schmerman's affiliation as noted on CRD. 
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UNITED PLANNERS' 
FINANCIAL SERVICES 

OF AMERICA 
A LIMITED PARTNERSHlP 

7333 EAST DOUBLETREE RANCH ROAD, SUUE 120, SCOTTSDALE, ARfZONA 85258 
TEL (480) 99 1-0225 FAX (480) 99 1-271 4 

March 10,2010 

Richard M. Schmerman 

Re: Affiliation with United Planners 

Mr. Schmerman, 

After conducting an internal review, United Planners has determined t o  termination your affiliation. 
Our findings note that you have commingled client funds with an account that you control. This is a 
violation of firm policy and NASD Conduct Rules. The termination is effective as of the date of this 
letter. United Planners has turned off access to al l  systems that you have to access United Planners 
information. Additionally, United Planners has notified Schwab Institutional that you are no longer 
associated with our advisory program. 

Please note that you can no longer hold yourself out as affiliated with United Planners. This means that 
you must immediately remove United Planners from your voicemail and phone greeting. All business 
cards and letterhead that references United Planners must be forwarded to United Planners or 
destroyed. You are also required to return the United Planners plague to my attention. 

If you have any questions, I will be avallable on Friday March 12*. Please contact me a t  (480) 991-0225. 

Sincerely, 

Doug Hall 
Vice President, CCO 

Cc: File -_ , . . .. . - . _ _  .. ._ . ,. .. . .. . - . 

MEMBER: RNRA, SIPC 
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Dawn S. Easlon 

From: 
Sent: 
To: 
Subject: 

TrackingUpdates@fedex.com 
Friday, March 12, 2010 954 AM 
dsmcmahon@unitedplanners.com 
FedEx Shipment 793344676781 Delivered 

Follow Up Flag: Follow up 
Flag Status: Completed 

This tracking update has been requested by: 

Company Name:United Planners 
Name : Dawn Easlon 
E-mail: dsrncmahon@unitedplanners.com 

.- 

O u r  records indicate that the Pollowing shipment has been delivered: 

Ship (P/W date: Mar 11, 2010 
Delivery date: Mar 12, 2010 9:48 AM 

sign for by: 
Delivered to: 

Signature not required 
Residence 

Service type: FedEx First Overnight 
Packaging type: FedEx Envelope 

Weight: 0.50 fb. 
Special handling/Services: Residential Delivery 

Number of pieces: 1 

Deliver Weekday 
Tracking number: 293344676781 

Shipper Information 
Dawn Easlon Recipient Information 
United Planners Richard M. Schmerman 
7333 E. Doubletree Ranch Road - 
Scottsdale AZ 

A2 us 
us - Suite 120 - 
8 5 2 5 8  

Please do not respond to this message. T h i s  email was sent from an unattended 
mailbox. This report was generated at approximately 10:54 AM CST 
on 03/12/2010. 
Learn more about new ways to track with Fed=. 

All weiyIiLs are estimated. 

TO track the latest status of your shipment, click on the tracking number above, 
or visit us at fedex.com. 
This tracking update has been sent to you by FedEx on the behalf of the 
Requestor noted above. FedEx does not validate the authenticity of the 
requestor and does not validate, guarantee or warrant the authenticity of the 
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request, the requestor's message, or the accuracy of this t racking update. For 
tracking results and fedex.com's terms of use, go to fedex.com. 

Thank you for  your business. 

2 
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From: 
Sent: 
To: 
Subject: 

Doug Hall [dhaIl~unitedplanners.com] 
Sunday, March 07,2010 i 1.27 AM 
'rmschmerrnan@unitedpfanners.com' 
Additional Information re: Aiken 

Importance: High 

Rick, 

I need the following items from you n o  later than Wednesday close of busirtess. Please note that Ms. Aiken can refer to 
Gloria Aiken, Elizabeth Aiken or both). 

1. 

2 
3. 
4 
5. 
6 
7. 

any and all documents reflecting receipt of any and all funds froin Ms Aiken, which should total the $175k 
amount you referenced in our c%//; 
any and all docutncnts reflecting the transfer or payment by you to Mike Weinstein, 
any and all requests for distributions by Ms Aiken to you post receipt of the 4175k by you; 
any and all correspondence or requests for disbursements by you from Mike Weinstein; 
any and ail check, wire or other disbursements from Mike Weinstein back to you and/or Ms Aiken; 
all personal bank statements, wire docs and the like from yau. 
Any other irems that are relative to Ms. Aiken or any transactions that are conducted olitside of an 
approved custodian or relating tu commingling assets (payments to or from) with clients 

We appreciate your cooperation into United Planners review of this matter. 

Doug Hall, AIF' 

Vice President - Chief Compliance Officer 
United Planners' Financial Services of America 
Phone (480) 991-0225 
Fax (480) 503-8180 
Email dhall~unitednianners.com 

Confidential information: This message and any attachments contain information from United Planners Financial 
Services of America, which may oe confidential and/or priviteged, and is intended for use only by the addressee(s) named 
on this transmission if you are not the intended recipient, or the employee or agent responsible for delivering the 
message to the intended recipient, you are notified that any review, copying, distribution or use of this transmission is 
strictly prohibited If you have received this transmission in error, please (i) notify the sender immediately by e-mail or by 
telephone and (ii) destroy all copies of this message. 

1 
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Richard M. Schmennan*, CFP", ChF C 
Tax Planning and Portfolio Management 

Diversified Financial 
5312 North 1 2 ~  Stteet Suite 301 
Phoenix, Arizona 85014 

Phom (602) 224-6040 
Fax (W2) 266-5307 

FAX 

MESSAGE: 

Cbnjkfentiul lfwmation. lhis message ond opy octnchmmrt Contwfrl informatlmfmm United PIamrs' Finwtciul Sewices ojAmerico, 
which my be canfldentioicmrvwprrvlresed md lfltendedfor use only by the address?&) named an This tmnsmisskw. C p v  ow 
not the intend4 feefplen C, or me empfoyee OF ElWt re~nsl5fefwdelivm~ng the message to the intended recipient, you are nailfled 
m a n y  rpvlew, copyhp, dWbutinn or use of thk tmns~,issrOO is strictty prohibited. lf you h v c  received th/s transmirsion in m o r ,  
please (i, nod.. the sender Imrnedioteiy by e-moil or by telephone wd f//) destroy d cwier afttiis m ~ g e  

*Registered Principal Offering Securities and Advisory Services Through United Planners 
Financial Services of America, A limited PaFtRerShip Member FINRA, SIPC 

Oiversified Financial and United Planners are not affiliated, 
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DIVERSIFIED FINABCIAL 
5312 North. 12th Street Suite 302 Pbuenfx, Arizona 85014 

(602) 224-604 (602) 234-2495 Fax (602) 266-5307 

March 10,2010 

United P i m a  Financial Services 
Am: Doug Hall. 
7333 East Doubletree Ranch Rad 
suite 120 
Scattsdde, Arizona 85258 

Dear Doug, 

These are ow responses to your concerns. 

1. Any or all documents xeflmthg receipt of any and all fhds from Ms. Aiken, which 
should total the $1 7% amount you referenced in. our call 

My Wells Fargo bunk stumttenf lists the $I 75,000.00 deposit which will be presented 
ru you when avdable. 

2. Any and all documents reflecting the transfex' or payment by you to Mike Weinstein 

Afier going through the storage unit, X do not have any avaWle document$ m)ecting 
the transJer or payments to Mike Weinsrein. 

3, Any and all requests for distributions by Ms. Aiken to yau post receipt ofthe $175k by 
YOU 

Ihave contacted Wells Fargo lo provide all checks p i d  to either Glorig Aiken - Bank 
One (Chase Bunk) or Liz Aiken - Bunk One {Chase Bank). 

4. Any and all correspondence orrequests for disburswnents by YOU fiom Mike Weinstein 

All correspondence or request$ for disbursements were done by tdephone. 

5.  Any and all. check, wire or other disbursements from Mikc Weinstein back to you 
andlor Ms. Aiken 

I have conracted Wells Furgo to provide all checks paid fo either Gloria A i b n  - Bank 
Qne (Chase Bad) OY Liz Aihn - Bank Om (Chase Bank). 

+Registered Principal. 08ering Smdties and Advisory Services b g h  United P b e m  
FiDancial Services of Amaica, A Limited Partnership Mmk FINRA, SIPC 

Diversified Fit~mcial and United P h c r s  are not affiijated. 



- .- .-.. . -  

6. AX1 personal, bank statements, wire documents and the like from you 

I will provide the personal bankstotements concerning tha marter (when becomes 
available) and the corresponding checks concerning this matter (when it becomes 
available). 

7. Any other items that are dative to Ms. Aiken or any transactions that me conducted 
outside of an approved custodian cx relating to cornmhgling assets (paymeiits to or 
fiom) with clients 

The other items that are relative to this maiter UPB the account applications and 
correspondence already in the poswsion qf United Plunrttw. 

Many of tbe checks that will be presented are io archives of Wells Faxgo and this may take 
two - three weeks to receive the materials and then they will be provided to United Plmers. 

Richah M. Schmermm 
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Ssnrsli Si te Map Help I LOQ Cff Hew Sfto ' 

'Jlawed as  of. Fob 26.2010 0230Pbi ET 
___ __ - __ __ 
' Fast Na*ation MYU: 2 

~ 

I NEWS ' ALERTS i ACCOUNTS i ACCOUNT APPLICATIONS 1 TRADE ' RESEARCH RESOURCE CENTER i ADMIN I 

I P ?  j epsttinaz i MISfaruj ....i -1 mi IL&, B f 9 9 d s ! M o v e '  " i  

SY*@ lQ - . - -- 

Master Account mlfi' I tg Account Number: _ _  or Namw __ . - ALcQUu 
LatllOrg Name -e 

'c ELIZABETH IRENE AIKEN - 
-A2 

Master Account' -181 AccountNumber: m 6 1 9 6  
Regetrabon Type. lndlv 

Account AuIb& ion and Preferences I @liverv Enrollment anQ. S@hr§ I m q s s  
Please use Web Formqtn update the account information 
Account Details 

Registration Type: lndiv 
Account EstaWshed: =ZOO8 

Account Ho@m and Contscts 

Web Site 
Access @ Emall Address . Name Role 

AWN. ELIZABFTH Individual YeS elfzabeth.aiken@- Em 
UNLTFO PLAN NERS'FINL SVC OF Withdrawal Power Financial N,A 
AMFRICA Advisor 

Account Contact Information 

Account Address: 
city, state, zip: 
Country: us 

Account Preferences 

Prime Broker Enabled: NO 
MoneyUnk Enabled: No 
Margins Enabled: 
Options Enabled: 

Electronic Prafucts 

Enrolled In Schwab Bill NO 
Pay: 
Client Check Writing: No 
Cash Sweep Feature: Charles Schwab Bank Deposit 

AC%OUMS' 

Enrollment bstructions: Not Sent .%D.UF-- 

Product Ddlvery milt DeIivery Changed orl Send to 

Trade Con6rmahs paw Account Address 

Sharehdder Ma(erials paw Account Addrass 

Statements Online wi5r~o io  elibeth.aken@cox,net 

Report Preferences 

Statement Format: Compact 
Trade C o n f i n s  Format indhriual 

Account Authorizations and Issuer Communications 

Tradlng Authorization: Yes 
Disbursement Authorization: Yes 
Fee Payment Authorizatlon: No 

Issuer Communications Preferences 
Origtnd fnfonnatkmal Copy L a s t  Updated 

Proxy Vofmg Client Advisor 12-03-2008 

Corporate Actions Client Advisor 12-03-2008 

Interim Mafings Advlsol Client 12-03-2008 

Type 

' Ba& Deposit acoounts are held at the abwe-referenced FDIC-lnsured bank. Securities products and services (hdudulg unlslvept or intta-day Cash. nel 

https://ssl.schwabinstitutional. com/txansaciYmasterAccountS tafus.do?wpID=2862&23943 5.. . 2/26/20 1 0 
ACC007130 
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. Profiles 

dedit or debil balances. and mcmey market funds) offered by Charles Schwab & Co., Inc. (member SIPC) are not deWSslts or obhgations of the above- 
referenced bank are subjed to investmsnt nsk. are not FDIC Insured, may lose value. and are not bank guaranteed. 

(090561946) 

I i l g G  L U L  L 

https://ssl.schwabinstitutional.com/transact/m asterAccountS tatus.do?wpID=2 862&23 943 5.. , 2/26/20 10 
ACC007131 
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Balances L Ub" * "I .  A 

1 NEWS 1 ALERTS ' ACCOUNTS ; ACCOUNT APPLICATIONS 1 TRADE RESEARCH 1 RESOURCE CENTER 1 A D M l N  1 

j .€%dams jEwh?nxi j FmWs: Qxcaat- Adlo ns m j ~ j e  

Master Account =:_?6_1 Account Number: .. _. ._ __ 

Master Account m - 8 1 6 1  Account Number: -196 
Registration Type: lndlv 

Schwab Brokerage Account  balance^ 

The market valve of your securities, which is used to calculate balances, is based on quoteshorn the Clem of Me previous businass day. * 

Tolal Account Value: $0.00 

Cash and Deposit AGCOUII~S 
Cash 
Charies Schwab Bank Deposit Accounts' 
Total: 

Securities 
Markel Value Long 
Total: 

Funds Available 
Cash Availeble to Wilhdraw 

s0.m 
w.00 

$0.00 

$0.00 
' $0.00 

$0.00 

*Please see Schwab InstitutioMl Web Site UserAsreement for exceptions. ' Bank deposit acmunls are held a1 the abwsreferenced FDIC-lnSured benk. Securities !maduds and 
S Q N ~  (nduding un-swept or intra-day cash. net credit or debid balances. and money market funds) 
&wed by Chaties Schwab 8 Co., hc. (member SIPC) are not deposits or obtigalons of the above- 
referenced bank, am subject lo hveJtmant ria. are nd FDIC insured, may lose vahe. end ere not bank 
guaranteed. Bank deposa account balances do not include interest that ha6 been acaued spice the last 
interesl payment was made to y w r  account. 

https://ssl.schwabinstitution al,com/transact/BalancesControll~?wpID=4&239435=5637c6... 2/26/2010 
ACC007132 
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t 
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FEB.  2 6 .  2 0 1 0 7 1 : 5 6 A M  NO. 2 0 6 8  P. 1 

AS Compliance 
47750 E. Praucisco 
Pboenk Az 85044 
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NO. 2 0 6 8  P. 2 
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Dear Ms. Bivens, 



June IO, 2QD3 

Ms. Stephanie B%wns 
Bivens d Associates P.L.L.C. 
5020 E a s t  Shea Boulevard 
Suite #210 
Swztsdals, Axrizona 85254 

This is to acknowledge that as of May 31, 2009, this value in. *e 
account o f  Elizabeth I- A i k m  i s  $ 85,023.62. 6 

From January 1, 2009 until May 31, 2Q09 t he  following 
tmuasactions have ocollrted: 

Balance h R U W  2OG9 4 104,786-37 

Interest Payment Jmuary 3, 2008 $ 154.56 

Transfer to Bank One January 28, 2009 $ (20,000,00) 

wan- Eltay 31, 2009 ' $ 85,021.62 

ACC007265 
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c 

September 23, 2009 

This i s  to ackrowledge that  as o i  Sepxrbes 25, 2009 the value 
in =he account o f  Eliza3xth X .  Aiken h $ 77,589.64, 

From 5anr;ary 1, 2009 until September 15, 2009 the €ol lawhg 
t r a n s a s t i o w  have occurred: 

Balence Januery lr 2009 $ 204,786.37 

Interest Paymegt January 15, 2009 $ * 154.56 

s ( a o , 0 3 0 . 3 0 ~  Transfer to Bank One Carwary 28, 2009 

Interest Papnent April If, 2009 $ 80.69 

In=artst Payment July 15, 2609 Q 68-02 

Tranafer to B w k  Cne September 3, 2008 S ( 7,500.00) 

Balance septenbez 15, 2909 S 77,589.64 



EXHIBIT 

C 

ACC007267 
FILE#8145 



. . 

RELEASE AND SETTLEMENT AGREEMENT (“SETTLEMENT”) 

FOR AND IN CONSIDERATION of $12,784.15, payable by United Planners Financial Services 
of America (“United Planners”) to Elizabeth Aiken to compensate for the remainder of h d s  
handled by Richard Schmerman. 

Elizabeth Aiken, individually and on behalf of her children, heirs, executors, beneficiaries, 
agents, employees, trust and assigns (hereinafter collectively referred to as “Releasor”) does 
hereby fully release, acquit and forever discharge United Planners and Richard Schmerman, a 
Registered Representative of United Planners, and their respective predecessors, successors, 
officers, directors, attorneys, employees, agents, and representatives past, present, and future 
(hereinafter collectively referred to as “Releasee”) (Releasor and Releasee hereinafter referred to 
as “the Parties”), from any and all suits, claims, causes of action, demands and liabilities which 
arise from or in any way relate to the funds handled by Mr. Schmeman. 

Releasor covenants and agrees that she will not hereafter directly or indirectly commence or act 
to cause or encourage the commencement of any suit, at law or equity, or any arbitration, or any 
administrative, regulatory or self-regulatory investigation, complaint or proceeding relating to or 
based on any claim hereby released. Releasor agrees to maintain the confidentiality of this 
Agreement and prevent disclosure to anyone of the terms of this Agreement, unless required to 
make disclosure by lawful court process or regulatory agency. 

Releasor has had an opportunity to read this Agreement and discuss it with an attorney or 
representative, if desired, and fully agrees to the terms hereof. 

Elizabeth I. Aiken Dated 

ACC007268 
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I f . 

Wells Forgo Bank, N.A. 
Scottsdale. AZ 85253 

UNITED PLANNER’S FINANCIAL 
SERVICES OF AMERICA 
A.UMITED PARTNERSnlP 

7333 EAST DOUBLETREE WWCH ROAD. SUITE 120 
SCOTTSDALE. AZ 85258 DATE 

PH. 480-991-0225 91-527-1221 

c 
c1 = 

$ 12,784.15 E 
$ 

03/05/20 10 PAY 

TWELVE THOUSAND SEVEN HUNDRED EIGHTY-FOUR AND 15 I 100 * f 
s -. 

f 
To ME Elizabeth I.  Aiken ORDER 
OF 

Invoice DescriDtion Account Invoice Amount Amount Paid Date . Invoice Number 
$1 2,784.1 5 03/05/10 AlKENl00305 Settlement 1 7 5 0 . M  $1 2,784.15 

ACC007269 
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Doug Halt 

From: 
Sent: 
To: 
Subject: 

elizabeth aiken [elizabeth. aiken@- 
Tuesday, March 02,2010 12:10 PM 
d hall@unitedplanners.com 
FW: transfer 

This was the last email I sent, four weeks ago I have also not received any form of final statement. 

u_t _w_I - 
From: elizabeth aiken [mailto:elizabeth.aiken@- 
Sent: Monday, February 01,2010 11:53 AM 
To: 'dfinanciai@aol.com' 
Subject. MI: transfer 

Rick, 

I STILL have not received the final transfer. I really need to get that final account statement too 

1 
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I 
Doug Hall 

From: elizabeth aiken [elizabeth.aiken@- 
Sent: 
To : dhall@unitedplanners.com 
Subject: 

Tuesday, March 02, 2010 12:09 PM 

FW: First set of money 

-- -e----. 

From: elizabeth aiken [mailto:elizabeth.aiken@i- 
Sent: Tuesday, January 26, 2010 11:34 AM 
To: 'dfinancial@aol.corn' 
Subject: RE: First set of money 

Can you send my a final account statement now, or do you have to wait till the final transfer? 

From: dfinancial@aol.com [mailto:dfinancial@aol.com] 
Sent: Friday, January 22, 2010 5:08 PM 
To: elizabeth.aiken@- 
Subject: First set of money 

Hi Liz, 

Thirty five thousand is going in an Saturday. Rest of balance will be within the next few days. Rick 

1 
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From: 
Sent: 
To: 
Subject: 

elizabeth aiken [elizabeth.aiken@- 
Tuesday, March 02,2010 1299 PM 
dhall@unitedplanners.com 
FW: First set of money 

From: elizabeth aiken [mailto:elizabeth.aiken@- 
Sent: Tuesday, January 26,2010 10:26 AM 
To: 'dfinancial@aol.com' 
Subject: RE: First set of money 

Rick, 

I received the first transfer today. 

Thanks, 

From: dfinancial@aol.com [maiYto:dfinancial@aol.com] 
Sent: Friday, January 22,2010 5:08 PM 
To: elizabet h . ai ken B- 
Subjeck First set of money 

Hi Liz, 

Thirty five thousand is going in on Saturday. Rest of balance will be within the next few days. Rick 

1 
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I Doug Hall 

From: 
Sent: 
To: 
Subject: 

elizabeth aiken [elizabeth.aiken- 
Tuesday, March 02,2010 12:09 PM 
dhall@unitedplanners.com 
FW: transfer 

__1^ _____1_1__1___.-.-.- 1_1___1_ 

From: elizabeth aiken [mailto:elizabeth.aiken@- 
Sent: Saturday, January 16, 2010 9:31 AM 
To: ‘dfinancial@aol.com’ 
Subject, RE: transfer 

Promise? 6 

-___.  

From: dfinancial@aol.com [mailto:dfinancial@aol.com] 
Sent: Saturday, Janua 16,2010 7:43 AM 

Subject: Re: transfer 

Hi, We should be seeing the monies sometime between Wednesday and Friday of next week. I will make you a 
statement this weekend for your balance. Thanks for your patience. Rick 

To: elizabeth.aiken@ r). 

---Original Message---- 
From: elizabeth aiken <elizabeth.aiken- 
To: dfinancial@aol.com 
Sent: Fri, Jan 15,2010 4:29 pm 
Subject: RE: transfer 

Rick, 

I received no transfer at all this week. 

From: dfinancial@aol.com ~mailto:dfinancial@?~ol.com] 
Sent: Thursday, January 07,2010 10:04 AM 
To: eliiabeth .aiken@- 
Subject: Re: transfer 

Hi, 

Received the e-mail. Will take care of the transfer. It will be starting right around Wednesday, but may be a couple of 
days later. I will keep you informed. Rick 

1 
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----Original Message-- 
From: elizabeth aiken <elizabeth.aikenQ= 
To: dfinancial@aol.com 
Sent: Thu, Jan 7,2010 9:26 am 
Subject: FW: transfer 

Rick, 

t have not heard from you, but 1 am assuming you have received the below email and that you will transfer my balance 
and write me up a final account statement by next Wed. Please confirm that you have received this email. 

-__L --. -- I 

From: elizabeth aiken [mailto:e- 
Sent: Wednesday, December 23,2009 3:58 PM 
To: 'dRnancial@aoi.com' 
Subject: transfer 

Rick, 

I'm really very concerned that I asked you to make a transfer on November 18'h and I still have not received the total 
amount. I have to keep asking you again and again for these transfers and so I think it would be better if I closed my 
account with you and transfer the funds to an account I feel confident that I can access when needed. 

Please create a final account statement and transfer that amount into my account by Jan. 13. Three weeks should be 
more than enough time to do this for me. 

Thank you. 

2 
ACC007275 
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I Doug Hall 

From: 
Sent: 
To: 
Subject: 

elizabeth aiken 

dhaII@;nitedplanners.com 
FW: transfer 

_b_l* I__ 
-.L.lllw __u_ 

From: elizabeth aiken [maitto:elizabeth.aiken@- 
Sent: Friday, January 15, 2010 4:30 PM 
To: 'dfinancial@aol.com' 
Subject: RE: transfer 

Rick, 

I received no transfer at all this week. 

From: dfinandal@aol.com [mailto:dfinancial@aol,comj 
Sent: Thursday, Janua 07 2010 1O:M AM 

Subject: Re: transfer 
To: elizabeth.aikenQ ry 
Hi, 

Received the email. Will take care of the transfer. It will be starting right around Wednesday, but may be a couple of 
days later. 1 will keep you informed. Rick 

-----0rig i nal Message--- 
From: eliabeth aiken <elizabeth.aikeng- 
To: dfinancial@aol.com 
Sent: Thu, Jan 7, 201 0 926 am 
Subject: FW: transfer 

Rick, 

I have not heard from you, but I am assuming you have received the below email and that you will transfer my balance 
and write me up a final account statement by next Wed. Please confirm that you have received this email. 

m Elirabeth.Aiken@ 

From: elizabeth aiken [mailto:elizabeth.aiken6- 
Sent: Wednesday, December 23, 2009 3:58 PM 
To: 'dfinanciaf@ad.com' 
Subject: transfer 
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Rick, 

I'm really very concerned that I asked you to make a transfer on November I d h  and I still have not received the total 
amount. I have to keep asking you again and again for these transfers and so I think it would be better if I closed my 
account with you and transfer the funds to an account I feel confident that I can access when needed. 

Please create a final account statement and transfer that amount into my account by Jan. 13. Three weeks should be 
more than enough time to do this for me. 

Thank you. 

2 
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Doug Hall 

From: elizabeth aiken [elizabeth.aiken@IIII 
Sent: 
To: dhall@unitedplanners.com 
Subject: FW: transfer 

Tuesday, March 02, 2010 12:08 PM 

--.- _l*-.--l--- -_I-- 7-p- ---- 
From: elizabeth aiken [mailto:elizabeth.aiken@= 
Sent: Thursday, January 07,2010 9:26 AM 
To: 'dfinancial@aol.com' 
Subject: FW: transfer 

Rick, 

I have not heard from you, but I am assuming you have received l,,e below email and that you will transfer my balance 
and write me up a final account statement by next Wed. Please confirm that you have received this email. 

,---, - - 
Elizabeth. Aiken-@= 

P P - P  

From: elizabeth aiken [rnaitto:etizabeth.aiken@- 
Sent: Wednesday, December 23,2009 3 5 8  PM 
To: 'dfinancial@aol.com' 
Subject: transfer 

Rick, 

I'm really very concerned that I asked you to make a transfer on November 18* and I still have not received the total 
amount. I have to keep asking you again and again for these transfers and so i think it would be better if I closed my 
account with you and transfer the funds to an account i feel confident that I can access when needed. 

Please create a final account statement and transfer that amount into my account by Jan. 13. Three weeks should be 
more than enough time to do this for me. 

Thank you. 

1 
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Doug Hall 

From: elizabeth aiken [elizabeth.aiken@- 
Sent: 
To: dhall@unitedplanners.com 
Subject: FW: transfer 

Tuesday, March 02, 2010 12:08 PM 

_ww_I___. ./-.- -- -___. -"--e-- 

From: elizabeth aiken [mailto:elizabeth.aiken@- 
Sent: Wednesday, December 23,2009 3 5 8  PM 
To: 'dfinancial@aol.com' 
Subject: transfer 

Rick, 

I'm really very concerned that I asked you to make a transfer on November 18th and I still have not received the total 
amount. I have to keep asking you again and again for these transfers and so I think it would be better if I closed my 
account with you and transfer the funds to an account I feel confident that 1 can access when needed. 

Please create a fina! account statement and transfer that amount into my account by Jan. 13. Three weeks should be 
more than enough time to do this for me. 

Thank you. 

1 
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From: 
Sent: 
To: 
Subject: 

M elizabeth aiken [elizabeth.aiken@ 
Tuesday, March 02,2010 12:07 P 
dhall@;nitedplanners.com 
FW: Gloria Aiken 

~ ~ _ _  
From: elizabeth aiken [mailto:elizabeth.aiken@,- 
Sent: Monday, December 14,2009 8:46 AM 
To: 'dfinancial@aol.com' 
Subject: FW: Gloria Aiken 

Rick, 

1 have received the first $1 5,000 but not the second. When will you be able to do that transfer? 

Thanks, 

From: elizabeth aiken [mailto:elizabeth.aikenQ- 
Sent: Wednesday, November 18,2009 11:28 AM 
To: 'DFinancial@aol.com' 
Subject: Gloria Aiken 

Rick, 

Would it be possible for you to transfer $30,000 into my mother's account before Dec. 'I"! 

Thanks very much. 

1 
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Doug Hall 

From: elizabeth aiken [elizabeth. aiken@- 
Sent: 
To: dhall@unitedpIanners.com 
Subject: FW: Gloria Aiken 

Tuesday, March 02,2010 12:06 PM 

- - - - -  Original Message----- 
From: elizabeth aiken [mailto:elizabeth. aiken@- 
Sent: Monday, November 30, 2009 8 : 2 2  AM 
To: ' d f  inancialeaol. corn' 
Subject: RE: Gloria Aiken 

Rick, 

I have not seen the transfer yet, I'm hoping it still can happen by tomorrow. It's really 
important. 

Thanks , 
L i z  

_- - - -  Original Message----- 
From: dfinancial@aol.com [mailto:dfinancial@aol.com] 
Sent: Wednesday, November 18, 2089 6:19 PM 
To: elizabeth.aiken@m 
Subject: Re: Gloria Aiken 

Hi, We w i l l  take care o f  it. Rick 

----- Original Message----- 
From: elizabeth aiken celizabeth .aiken@- 
To: DFinancial@aol.com 
Sent: Wed, Nov 18, 2889 11:28 am 
Subject: Gloria Aiken 

Rick, 

Would it be possible for you to transfer $30,080 into my mother's account before Dec. lst? 

Thanks very much. 

Liz Aiken 

1 
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Doug Hall 

From: 
Sent: 
To: dhall@united planners.com 
Subject: FW: Gloria Aiken 

eliza bet h ai ken [elizabeth. aikena- 
Tuesday, March 02,2010 12:06 PM 

Mr. Hall, 

Thank you very much for you call. 

This is the  beginning of the struggle I had with Mr. Schmerman to transfer funds. Other emails will follow. 

From: elizabeth aiken [mailto:elizabeth.aiken@i- 
Sent: Wednesday, November 18,2009 11:28 AM 
To: ‘DFinancial@aol.com’ 
Subject: Gloria Aiken 

Rick, 

Would it be possible for you to transfer $30,000 into my mother’s account before Dec. Id? 

Thanks very much. 

Elizabeth.Aiken( 

1 
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UNITED PLANNERS' FINANCIAL SERVICES OF AMERICA 
. A LIMITED PARTNERSHIP 

7333 EAST DOUBLETREE RANCH ROAD, STE 120 SCO'ITSDALE ARIZONA 85258 
TEL: (480) 991-0225 F A X  (480) 503-8178 

2010 Branch Oatice Examination 

RICHARD SCHMERMAN 
5312 N 12TH ST, STE 301 
PHOENIX, AZ, 85014 

Dear RICHARD: 

Thank you for the assistance and courtesies extended during my review of your branch office on March 
03, 2010. Please be advised that the following deficiencies were discovered during my review of your 
office. 

Business Structure 

Question : Is it clear to the pubIic who the FINRA member fmn is? 
Answer: No 

Suggested Action .- Please confirm that it is now clear to the public that securities are offered through United Planners 
Financial Services in your audit response letter. 

Question : Does the answering machine message include verbiage that instsucts the client to not leave hade orders 
m their message since. they can not be acted upon? 

Answer: No 

SuggestedAcrion : As a best practik, your message should include verbiage so that clients do not leave trade orders on the 
answering machine. 

Question : Does the written disaster recovery program meet the basic elements required by FINRA for business 
continuity? 

Answer: No 

Auditor's Notes: There are numerous blanks in the recovery plan The plan needs to be complete and needs to meet aU 
ofFl'NR4's minimum requirements. 

Please review the May 2008 Compliance UPdate that references Business Continuity Plans and provide 
an updated Disaster Recovery Program that addresses all items with your audit response letter. 

Suggested Adion : 

- .. - _I .. . ". 
Question : Does the office qpear to be maintaining physical data security? . 

Answer: No 
Audi%or's Notes: There are numerous fifes that a~ on the floor or in binders and not in locked file cabinets. Also, a client 

statement was found in the trash. Mr. Schmerman stated that this is their typical policy since they don't 
have a shedder in the office. He stated that they, occasionally, place their shredding in a an 
uncontrolled third party's shred bin. 

Each office must have procedures in place to safeguard non-pubIic client information in order to 
comply with Regulation S-P (review the February 2009 Compliance Update). Please outline the 
changes made in office policy to comply with the regulation in your audit response letter. 

SugzestedAction : 
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Question : Does the office appear to be maintaining electronic data security? 

Answer: No 
Auditor's Notes: 

Suggested Action : 
They aren't using an encryped email domain and don't have secure remote access 

Each office must have procedures in place to safeguard non-public client information in order to 
comply with Regulation S-P (review the February 2009 Compliance Update). Please outline the 
changes made in your office policy to comply with the regulation in your audit response Ietter. 

List dl outside business activities. 
CPA work through Diversified 
Statutory Agent - Acacia Mortgage, Eats & Treats 
Clothing & Jcwelry -EZ Clothing & Jewelry 

Quesrion : 

Answer : 

Suggested Action : 

Question : Is there any evidence of undisclosed outside business activities? 

Answer: Yes 

Auditor's Notes: 

Suggested Action : 

An email to a Richard Mittman indicated a discussion on insurance. 

United Planners requires noti f idon of all outside business activities to e w e  that your U-4 is current 
as required by FINRA. Please update the autside Business Activity Questionuaire for the new activity 
via RegEd and indicate that this issue is resolved in your audit response letter. 

Advisor Front Office 

Question : List how many ourstending AFO new account forms are "Active" and "Incomplete". 

Answer: 30 

Suggested Action : AI1 new account forms must be entered into AFO. Accounts that are active must be completed and sent 
to the Broker Dealer in a timely manner. Please indicate the steps you have taken to update all 
outstaoding AFO new account forms in your audit response letter. 

List how many exceptions are noted on the exception repon Question : 

Answer: 46 

SuggestedAction ; The EbIotter exception report must be reviewed in atimely manner to ensure that exceptions m 
corrected and all transactions will be blottered. Please confi i  that you have procedures in place to 
review and correct items that are on the Eblotter Exception Report in a timely manna in your audit 
response letter. 

Checks and Certificates Received Log 

Question : Does the office maintain a Checks and Certificates Received Log? 

Answer: No 
Auditor's Noles: Each ofice location is required to maintain a Checks and Certificates Recieved Log. Please indicate 

that you understand this procedure and are maintahimg the United Planners Checks and Certificates 
Received Log in your audit response letter. 

Each ofice location is required to maintain a Checks and Certificates Received Log. All checks that arc 
processed through the office are required to be recorded on this log. Please indicate that you understand 
this procedure and are maintaining a Checks and Certificates Received Log in your audit response 
letter. 

Are copies of clients' checks maintained with the Checks and Certificate Received Log? 

- -  . _ - - " -  - .  . . -  
SuggestedActron : 

Question : 

Answer: No 
SuggestedAction : Copies ofclient checks receivedmust be retained with the Checks and Certificates Received h g .  

Please indicate that going forward client investment check copies will be kept with the Checks and 
Certificates Received Log in your audit response letter. 
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Question : Are checks payable to the custodian? 

Answer: No 
Adirur's No?.es: 

SugestedAction : 

Unable to determine for the check copies that were in the log file. 

All checks must be payable to thc specific Sponsor Company or Custodian. Please confirm that 
procedures are in place so that all checks are made out to the proper custodian in your audit response 
letter. 

Question : Are acceptable forms of payments received? 

Answer: No 
Auditor? Notes: United Planners does not permit cash, money orders, third-paty checks, arid non-personal back checks 

as acceptable forms ofpayments. Cashiers checks mer $10,000 are also not considered acceptable 
payment. Please confirm that steps have been taken to only accept approved foms of payments in your 
audit response letter. 

United Planners does not permit cash, money orders, third-party checks, and non-personal bank checks 
as acceptable forms of payments. Cashiers checks under S10,OOO are also not considered acceptable 
payment. Please confirm that steps have been taken to only accept approved forms of payments in your 
audit response letter. 

Suggested Action : 

Question : Ifthe Check was not promptly forwarded, was it related to an initial variable annuity purchase? 

Answer: No 

Auditor's Nofes: Client checks are required to be sent to the custodian no later than noon of the following business day 
fiom the date of receipt. Please c o n h  you have taken the necessary steps to ensure tbat customer 
checks are forwarded by noon the next business day to the apporpirate party in your audit response 
letter. 

Client checks are Fequired to be sent to the custodian no later than noon of the following business day 
from the date of receipt. Please confirm you have taken the necessary steps to ensure that customer 
checks are forwarded by noon the next business day to the appropriate party in your audit response 
letter. 

SuggesiedAcfiun : 

Complaint File 

Question : Do all client Complaints appear to have been adequately investigated and documented? 
Answer: No 

Auditor's Notes: 

SuggestedAction : 

The cornplaint &om Elizabeth Aken is new and the investigation proccss just started. 

A11 customer complaint documentation needs to be accurate and complete. Please confirm that the 
Complaint File has all the information regarding the customer complaint, including a copy of the 
complaint, all suppofimg documents, and all resolution documentation in your audit response letter. 

Question : Are there any open customer complaints? 
Answer: Yes 

Suggested Action : List current status. 

_.- _I.I.-._ - _"I _ -  .-- . . ._.I - . .  Correspondence Files 

Question : Does the office maintain a centralized hcoming Correspondence File? 

Answer: No 
SuggestedAction : The office did not maintain a centralized Incoming Correspondence File at the time of the audit United 

Planners requires that all offices maintain a centralized Incoming Correspondence File. Please confm 
that the centralized Incoming Correspondence File has been established in your audit response letter. 

ACC007187 
FILEU8145 



Question : Does the office maintain a centralized Outgoing Correspondence File? 

Answer: No 
Suggested Action : The office did not maintain a centralized Outgoing Correspondence FiIe at the time of the audit. United 

Planners #quires that all offices maintain a centralized Outgoing Correspondence Ne. Please c o n b  
that the centralized Outgoing Correspondencc File has been established in your audit response letter. 

Question ; Does the office have documented procedures for handling incoming mail, including OSJ review, 
checks. complaints and regulatory inquiries? 

Answer: No 
SusgcsedAction : Each office must design, document and implement incoming mail handling procedures, including 

procedures for handling checks, certificates, client complaints and correspondence from regulatory 
.agencies. Please forward a copy of your incoming mail procedures with your audit response letter. 

Quesrion : Does the office have documented procedures for handling outgoing mail, including OSlreView, 
traceable mail for certificates and deadlines for forwarding checks? 

Answer: No 
SuggesledAcrion : Each ofice must design, document and implement outgoing mail handling procedures, including OSJ 

review, use of traceable mail service for certificates, and deadlines for forwarding client checks to 
sponsor companies. Please forward a copy of your outgoing mail proccdures with your audit response 
letter. 

Are all email received and sent from an United Plannem provided email or an email address that is 
hosted by RedTail Technologies (United Planners' email service provider)? 

Question : 

Answer: No 

Auditor's Notes: 

Stcggesred Action : 

The representative has been using dfinancial@aol.com to communicate with securities clients. 

United Planners requires that all electronic correspondence be routed through our servers for mview 
and record retention purposes. You must cease and desist using any outside email that is not hosted by 
RedTail Technologies and immediately route all email through an approved email account provided by 
United Planners or hosted by RedTail. Please document the steps take in your audit response letter. 

Question ; Are correspondence files maintained in chronological older? 

Answer: No 

Auditor's Notes: 

Suggested Action : 

There were no items in the correspondence file. All items reviewed were items in client files or on his 
aol acoount. 

All correspondence files should be maintained in chronological order. Please confm that 
correspondence files are now maintained in chronological orda in your audit response letter. 

Question : Is there evidence of undisclosed outside business activities? 
Answer: Yes 

Adcork  Notes: 

SuggmedAcfion : 
There was an emaii to Richard Mittman that indicated a discussion of insurance. 

All outside business activities must be disclosed to United manners and approved prior to participation. 
Please confirm that you have submitted the outside business activity via RegEd in your audit response 
letter. 

-I -".- - . - ._ - .- - - - - - . . I 
Question I Is there evidence of customer complaints? 

Answer: Yes 
Auditor's Notes: Upon review of undisclosed email account, discovered emails between Richard S h e r m a n  and 

E i i e t h  Aiken that indicated a problem with her Schwab account. 

United Planners requires that all customer complaints, whether verbal or in writing, be reported to 
United Planners Compliance Deparlment immediately. Please forward all relevant information to thc 
Compliance Deparbnent immediately. 

Suggested Action : 

_ _  

Checking Account Information 
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Question : As reviewed, do accounts show indications of improper use of client fvnds? 

Answer: Yes 

Suggested Action : Registered Representatives are prohibited from taking custody of client funds. Please provide an 
explanation on the circumstances regarding this deficiency m your audit response letter. ' 

Question : As reviewed, do accounts show indications of payments to a client for settlement of a complaint, 
rebating of commissions or my other purpose? 

Answer: Yes 

Suggested Acrion : United Planners prohibits representatives from making payments to clients for any purpose, including 
rebating client commissions or settling a complaint. Please provide an explanation on the circumstances 
regarding this deficiency in your audit response letter. 

Question : 

Answer : 

Please descnie any indications o f  payments to clients: 
There were payments going to Elizabeth Aiken and David Kalligren. 

SuggestedAction : 

Question : As reviewed, do accounts show indications of improper commission sph ,  rebates or other payments? 

Answer: Yes 

Auditor's Notes: There are payments to Elizabeth Aiken and David Kalligren fiom Diversified Financial, Richard 
Schmerman's DBA. 

SuggestedAction : Securities commissions can not be shared with any person who is not a Registered Representative or 
who is a Registered Representative associated with another brokerdealer without a prior written 
agreement between United Planners and the other broker-dealer. Please provide domentation for all 
activity where securities commissions were shared in your audit response letter. 

Question ; As reviewed, do accounts show indications of loaning to or borrowing f?om a client? 

Amwer:  Yes 

Auditor's Notes: There are payments to Elizabeth Aiken and David Kdligren &om Diversified Financial, Richard 
Schmeman's DBA. 

Su@estedAchn : Registered Representatives are prohibited h r n  loaning to or borrowing money from a client. Please 
provide all information regarding this activity immediately to the Chief Compliance Officer. 

Client File Review Barton and Michelle Brown 

Question : Is the new account fonn completed in AFO? 
Answer: No 

Auditor's Notes: There is a Charles Schwab IA agreement in the file for this account, but the new account form states 
that it is anon XA account. There is no United Planners IA agreement on file. 

SuggestedAction . Accounts within Advisor Front Office are required to be reconciled to either "Complete" or "Sent to 
BID" or closed. Please indicate the steps you have taken to complete this account in your audit 
response letter. 

Are all order tickets completed in full? 
- -- - -- _--.-I--. _ _ -  -_ - I.--- - 

Question . 
Answer. No 

Auditor's Notes: There is no order ticket in the file. 

Suggested Action : Offices are required to retain order tickets indicating the time the order was received, placed and 
executed. Please confvm that the office has procedures in place to retain order tickets with the 
appropriate information in your audit response letter. 

Client Records 
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Question : Do the client files appear to be well organized and maintained? 
Answer: No 

Auditor's Notes: There were numerous required documents missing from the files and many of the new account forms 
didn't have all required signatures. 

All client files are required to be well organized and maintained. Please confirm that the necessary 
skps have been taken to ensure files are maintained in an organized manner in your audit response 
letter. 

Suggested Action : 

Quesfion : Do my ofthe client fires contain pre-signed forms? 

Answer: Yes 
Auditor's Notes: There were signed forms in the file for James Woods authorizing IRA distributions from his Schwab IA 

account. the forms me dated 9/17/09. No other information on tbe form is filled out. 

Representatives are prohibited fiom maintaining pre-signed forms. Please c o n k  that you have 
reviewed all of your clients' files and destroyed all pmsigned forms in your audit response IeW. 

Suggested Action : 

Quesrwn : Is there writken approval from the Compliance Department to utilize the consolidated statement or third 
party sohare? 

Answer: No 

Suggested Action : All consolidated statement formats and software must be approved by the Compliance Department in 
Wrjting prior to use. Please forward a copy of your consolidated statement with your audit response 
letter. 

Queszion ; Do the consolidated statements contain the required disclosures? 

Answer: No 
Suggested Action : All oonsolidated statements must contain the requked broker-dealer disclosures and performance 

disclaimes. Please add the proper disclosure &d submit to the Compliance DepgTtment for approval 
with your audit response letter. 

Firm IA General 

Question : Has the format for the financial plans been approved by the Compliance Department as advertising? 

Answer: No 
Auditark Notes: 

Suggested Action : 

There were numerous letters found in client fdes, indicating that they were being charged for a fmandal 
plan. There was no copy of a plan in any oftheir tiles. 

Formats for financial plans are considered to be communications with the public and are required to be 
reviewed by the Compliance Department. Please submit your Financial Plan foimat €or review with 
your audit response letter. 

Question : Is a copy of  the client's original financial plan maintained, as per the Books and Records requirements? 
Answer: No 

Suggested Action : The IAR must maintain copies of all financial plans as given to the client (either hard copy or 
electronic copy in non-editable format). Please confirm that procedures are in place to maintain all 
financial plans for 5 years, 2 years on-site in accordance with m r d  k e e p i n d i t  
response letter. 

-- -. .- 

Question : Has the format for the consolidated statements been approved by the Compliance Department as 
advertising? 

Answer: No 

Suggested A d o n  : Formats for Consolidated statements arc considered to be advertising and require approval by the 
Compliance Department. Please submit your consolidated statement for advertising review with your 
audit response letter. 
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Question : 

Answer : 

Suggested Action : 

Are copies of the client's original consolidated statement maintained in the client file? 

No 

The IAR must maintain copies of all consolidated statements as given to the client (either hard copy or 
eIectronic copy in non-editable format). Piease confirm that procedures are in  place to maintain all 
consolidated statements for 5 years, 2 years on-site, in accordance with record keeping requirements in 
your audit response letter. 

Question : Does the IAR have custody of client assets, except for debiting advisory fees? 

Answer: Yes 

Auditor's Notes: it appears that Mrs. Aiken's h d s ,  from an unknown source, are remitted through an account of 
Diversified Financial, Schmerman's DBA. 

Custody of client assets, other than the authorization to d&ct fees from a client's account, is 
prohibited under United Planners policy. Please confirm that procedures are now in place to prohibit 
your location h m  having custody of your clients' assets in your audit response letter. 

SuggestedAction : 

Firm IA CIient File Review Joseph Miller 
~ ~ 

Question : Is there a completed new account form in AFO? 

Answer: No 
Auditor's Notes: 

SuggestedAcfion : 

There is a new account form in the file, but it's not signed by the rep of record. 

Each investment advisory client must have a completed AFO New Account Form on file. Please 
indicate t h ~  all missing New Account Forms are completed in AFO in your audit mponse letter. 

Question : Is there a signed client service agreement on file for each account? 

Answer: No 
Auditor's Notes: 

SuggestedAction : 

There is an IA agreement, in file, signed by the client, but not signed by the rep of record. 

Investment Advisor Represeuiatives are required to maintain copies of all client service agreements. 
Please obtain the missing client service agreements and forward with your audit response letter. 

Does the KAR maintain order tickets for all adviser-completed transactions? Question : 

Answer: No 
SuggesdedAction : hvestment Advisor Representatives are required to maintain completed Order Tickets showing all 

quired transaction information for each transaction completed by an adviser. Please oontkm that this 
procedure has been set in ptace in your audit response letter. 

Firm IA Client File Review Elizabeth Aiken 
Question : Is there a completed new account form in AFO? 

Answer: No 
Auditor's Notes: 

SuggestzdAcfion : 

There is a new account form in the file, but it's not signed by the rep of record. 

Each investment advisory client must have a completed AFO New Account Form OD. file. Please 
indicate that all miss&g New Account Forms are completed in AFO in your audit response letter. 
-I.-- ". - - - _I_ - 

_ _  __ ~ ~~ ~ ~~ 

Question : Is there a signed client service agreement on file for each account? 

Answer: No 
Auditor's Notes: 

Suggested Ac?zon : 

No United Planners service agreement was in the file. 

Investment Advisor Representatives are required to maintain copies of all client service agreements. 
Please obtain the missing client service agreements and forward with your audit response letter, 
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Question : Arc fees oallected in accordance with the client agreement? 

Answer: No 
Auditor's Notes: 

Suggesfed Action : 
This couldn't be determined since no agreement was in the file: 

Investment Advisor Representatives must invoice cIients in accordance with the terms of the client 
service agreement. Please provide docmentatiodsupport as to how any discrepancies were remediated 
with your audit response lelter. 

Question : Are services provided in accordance with the client agreement? 

Answer: No 

, Auditor's Motes: 

SuggestedAction : 

This couldn't be determined since no agreement was in the file. 

Investment Advisor Representatives must meet all obligations that are disclosed in the client service 
agreement. Please provide docunentatiodsupport as to how any discrepancies were remediated with 
your audit response letter. 

Question ; 

Answer : 

SuggesredAction : 

Is there evidence the IAR meets with the client at least annually to review the client's portfolio? 
(Choose N/A if Financial Planning only client) 

No 

Finn procedures require Investment Advisor Representatives to meet with clients at least annually to 
review and update suitability infomatiun, including investment objwtives, financial status and risk 
tolerance and to document this review in the client's fiie. Please indicate how you will adhere to this 
requirement going forward in your audit response letter. 

Quesfion : Does the IAR maintain all confurnations for investment qdvisnry tnmsactions? 

Answer: No 

Auditor's Notes: 

SuggestedAcrion : 
The only forms in the file are the opening account documents. 

Investment Advisor Representatives are required to retain all confirmations. Please confirm that the 
necessary steps have been taken to ensure maintenance o f  client confirmations in your audit response 
letter. 

Questlon : Does the L4R maintain all statements for investment advisory accounts? 

Answer: No 

Suggested Action : Investment Advisor Representatives am required to retain all statements. Please confirm that the 
necessary steps have been taken to ensure maintenance of all client stalements in your audit response 
letter. Please note, reliance on sponsor company websites or other online vendors for access to client 
statements on an as-needed basis is not sufficient. Statements must be downloaded to ensure you meet 
books and records requirements. 

Firm XA Client File Review Melvin Rothman 
Question : Is there a completed new acwuut form in AFO? 

Answer: No 

Auditor's Notes: The new account form hasn't been signed by the rep of record. Also, the form doesn't have the 
regishation information flied out and there's no indication on the form that it's an IA account. The 
letter in the client file has a statement about billing.thdmtforLhe account.-- - . 
Each investment advisory client must have a completed AFO New Account Form on file. Please 
indicate that all missing New Account Forms are completed in AFO in your audit reqmnn letter. 

Is there a signed client service agreement on We for each account? 

Suggested Action : 

Question : 

Answer: No 

Audrfor's Notes: 

Suggested Action : 
Rep of record has not signed the IA agreement, though the client has. 
Investment Advisor Representatives are required to maintam copies of all client service agreements. 
Please obtain the mtssing client service agreements and forward with your audit response letter. 
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Question : Are fees collected in accordance with the client agreement? 

Answer: No 

Auditor's Nom: A letter to the client in the file states he will be charged %19,015.00 for a financial planning fee, but no 
plan agreement is in the file. 

Investment Advisor Representatives must invoice clients in accordance with the terms of the client 
service agreement.. Please provide docmentatiodsupport as to how any discrepancies were remediated 
with your audit response letter. 

Is there evidence the IAR meets with the client at least annually to review the client's portfolio? 
(Choose N/A if Financial Planning only client) 

Suggesred Acrmn : 

Question : 

Answer: No 
Suggested Action : Fimi procedures require Investment Advisor Kepresentatives to meet with clients at least annually to 

review and update suitabiIity information, including investment objectives, financial status and risk 
tolerance and to document this review in the client's file. Please indicate how you will adhere to this 
requirement going forward in your audit response letter. 

Question : Does the IAR maintain order tickets for all adviser-compIeted transactions? 

Answer: No 

SusestedAction : Investment Advisor Representatives are required to maintain completed order Tickets showing all 
required transaction information for each transaction completed by an adviser. Please confirm that this 
procedure has been set in place in your audit response letter. 

Pirm IA Client File Review Rolf Vrla 
Question : Is there a completed new account form in AFO? 

Answer: No 

Auditor's Nom: 
Suggested Action : 

Only the front page of the new account form is in the file. The signature page is missing 

Each investment advisory client must have a completed AFO New Account Form on file. Please 
indicate that all missing New Account Forms 'are completed in AFO in your audit response letter. 

Question : Is &ere a signed client sewice agreement on file for each account? 

Answer: No 
.Auditor's Notes: 

Suggested Action : 

The new account f m n  indicates that this is an M account, but there is no M agreement in the file. 

lnvestment Advisor Representatives are required to maintain copies of all client service agreements. 
Please obtain the missing client service agreements and forward with your audit response letter. 

Are fees collected in accordance with the client agreement? Question : 

Answer: No 
Auditor's Notes: 

Suggested Action : 

This couldn't be determined since no IA apement was in the file. 

Investment Advisor Representatives must invoice clients in Bccordance with the terms of the client 
service agreement- Please provide documentatioxdsupport as to how any discrepancies were remediated 
with your audit response letter. 

_'-.-..I-. -. I - 
Question : Are services provided in accordance wigthe client agreement? 

Answer: No 
Auditor's Notes. 

SuggestedAcrion : 
This couldn't be determined since no IA  agreement was in the fde. 

Investment Advisor Representatives must meet all obligations that are disclosed in the client service 
agreement Please provide documentationlsupport as to how any discrepancies were remediated with 
your audit response letter. 

Firm LA Client File Review John Looman 
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Question : Is there a completed new account form in AFO? 
Answer: No 

Auditor's Nofa:  

Suggested Acfion : 
The new account form in the file has not been signed by the rep of record. 

Each investment advisory client must have a completed AFO New Account Fom on file. Please 
indicate that all missing New Account Forms are completed in AFO in y o u  audit response letter. 

Question : Is there a signed client service agreement on file for each account? 

Answer: No 

Audifor's Nufes: 

SuggestedAction : 
The service agreement in the file has not been signed by the rep of record. 

Investment Advisor Representatives are required to maintain copies of all client service agreements. 
Please obtain the missing client service agreements i d  forward with your audit response letter. 

Question : Are fees collected in accordance with the client agreement? 
Annver: No 

Auditor's Notes: There is a letter in the client file stating that they will be a charged a financial planning fee of $2740, 
but no agreement for this is in Ne. 

Investment Abvior Representatives must invoice clients in accordance with the terms o f  the client 
service agreement. Please provide documentation/supprt as to how any discrepancies were remediated 
with your audit response letter. 

Suggested Action : 

Qucstion : Does the IAR maintain order tickets for all adviser-completed transactions? 
Answer: No 

Suggested Action : Investment Advisor Representatives are required to maintain completed Order Tickets showing all 
required transaction information for each transaction completed by an adviser. Please confirm that this 
procedure has been set in place in your audit responsc letter. 

Firm IA Client File Review Vrla Decendant Trust 
Quesfion : Is there a completed new account form in AFO? 

' Answer: No 
Auditor's Notes: 

SuggesfedAction : 

The new account form in the file hasn't been signed the rep of record. 

Bach investment advisory client must have a completed AFO New Account Form on file. Please 
indicate that all missing New Account Foims are completed in AFO in your audit response letkc 

Is there a signed client service agreement on file for each account? Question : 

Answer: No 
Auditor's Notes: 

SuggesfededAcfion : 

The service agreement has been signed by the client, but not the rep of record. 

Investment Advisor Representatives are required to maintain copies of all client serviw agreements. 
Please obtain the missing client service agreements and forward witb your audit response letter. 

Are fees collected in accordance with the client agreement? Question : 

Answer: No 
_-..I-- --_I-.. - - i-... 

Audifor's Naios: A letter in the file indicates that the client will be charged a one time fee of $5015 in November 2008 
for tax, education, retirement planning and asset management. This constitutes a financial plan, but no 
pIanning agrement  is io the file. 

Investment Advisor Representatives must invoice clients in accordance with the terms of the client 
service agreement. Please provide docunientatiodsupport as to how any discrepancies were remediated 
wiffi your audit response letter. 

Suggested Action : 

. .. 
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Question : Does h e M R  maintain order tickets for a l l  adviser-completed transactions? 

Answer: No 

Suggested Action : Investment Advisor Representatives are required to maintain completed Order Tickets showing all 
required transaction information for each transaction completed by an adviser. Please confirm that this 
procedure has been set in place in your audit response letter. 

Firm IA CIient File Review Barton and Michelle Brown 
Question : Is there a completed new account form in AFO? 

Answer: No 

Auditor's Notes: These clients have six seperate account registrations, both IRAs for Barton and Michelle are IA 
accounts and have new account forms in the file that are complete, but not signed by the rep of record. 
Both Hayden and Nathaniel Brown have similar new account forms. There is no new account form in 
the file for Jacob Brown's RS investment, only a change of bd form. 

Each investment advisory client must have a completed AFO New Account Form on file. Please 
indicate that all missing New Account Forms are completed in AFO in your audit response letter. 

SuggestedAci'wn : 

Quesfzon ; Is there a signed client service agmment on file for each account? 

Answer: No 

Auditor's Notes: Five new account forms indicate that they are IA accounts, but there is no service agreement on file for 
any of these accounts. 

Investment Advisor Representatives are required to maintain copies of all client m i c e  agreements. 
Please obtain the missing client seMce agreements and forward with yow audit response letter. 

Am fees collected in accordance with the cIient agreement? 

Suggesred Action : 

Question .- 
Answer: No 

Auditor's Notes: 

Sqgesred Action .- 
This can't be determined since no agreement was in the file. 

Investment Advisor Representatives must invoice clients in accordance with the terms of the client 
service agreement, Please provide documentatiodsuprt BS to how any discrepancies were remediated 
with your audit response letter. 

Are services provided in accordance with the client agreement? Question .- 
Answer: No 

Auditor's Nofes: 

SuggestedAction .- 
This can't be determined since no agreement was in the file. 

Investment Advisor Representatives must meet all obligations that are disclosed in the client service 
agreement Please provide documentatiodsupport as to how any discrepancies were remediated with 
your audit response letter. 

Question : Does the JAR maintain order tickets for dl adviser-completed kansactions? 

. - *  
Answer: No 

SuggestedAcrion : Investment Advisor Representatives are required to maintain completed Order Tickets showing all 
required transaction information for each transaction completed by an adviser. Please codm that this 
procedure has been set in place in your audit response letter. 

Firm IA Client File Review Judith and Richard Rubin 
Question : Is there a signed client service agreement on file for each account? 

Annver: No 

Auditor's Notes: These clients have three different IA accounts, but there is no agreement in the file for any of the 
accounts. 

Investment Advisor Representatives are required to maintain copies of all client service agreements. 
Please obtain the missing client service agreements and forward with your audit response Ietter. 

SuggesfedAction : 
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Question : Are fees collected in accordance with the client agreement? 

Answer: No 
Auditor’s Nores: 

SuggestedAction : 

This can‘t be detamined since no IA agreement is on file. 

Investment Advisor Representatives must invoice clients in accordance with the terns of the client 
service agreement. Please provide documentationfsupport as to how any discrepancies were remediated 
with your audit response letter. 

-~ I_ ~~ ~ _ _  ~- ~~ ~ - ~ 

Questron : Are services providcd in accordance with thc clicnt agreement? 
Answer: No 

Auditor’s Notes. 

SuggesfedAcfion : 

This can’t be determined since no IA agreement is on file. 

Investment Advisor Representatives must meet all obligations that are disclosed in the client service 
agreement Please provide documentationfsupport as to how any discrepancies were remediated with 
your audit response letter. 

-~ - ~~ 

Question : Does the IAR maintain order tickets for all adviser-completed transactions? 

Answer: No 
SuggestedAction : Investment Advisor Representatives are required to maintain completed Order Tickets showing all 

required transaction information for each transaction completed by an adviser. Please confirm that this 
procedure has been set in place in your audit response letter. 

Firm LA Client File Review Dominic and Mary Lou Sirignano 
Question : Are fees collected in accordance with the client agreement? 

Answer: No 
Auditor’s Notes: There is a letter in the fde that indicates the client is being cllarged $845 in Nov of 2008 for financial 

planning, but no fulancial plan is in the file. 

Investment Advisor Representatives must invoice clients in accordance with the t e r n  of the client 
service agreement. Please provide documentatiodsupport as to how any discrepancies were remediated 
with your audi t response letter. 

Does the IARmaintain order tickets for all adviser-completed transactions? 

SuggestedAction : 

Question : 

Answer: No 
Suggested Action : Investment Advisor Kepresentatives are required to maintain completed Order Tickets showing all 

required transadon information for each transaction completed by an 8dViser. Pieare mnfm that this 
procedure has been set in place in your audit response letter. 

Firm IA Client File Review Wendy Kaligren 
Question : fees collected in accordance with the client agreement? 

Amwer: No 
Auditor’s Notes: There is a letter in the. file stating that the clicnt will be billed $895 for financial planning, but there is 

no planning agreement on file. 

~ e n ~ ~ ~ ~ o ~ ~ e p ~ e s e n t a t i v e s  must invoice clients in accordance with the terms of the client 
service agreement. PIease provide documentah’odsupport as to how any discrepancies were remediated 
with your audit response letter. 

Suggested Action : 

Question : Does the IAR maintain order tickets for all adviser-completed transactions? 
Answer: No 

SuggestedACfiOn : Investment Advisor Representatives ~1p; required to maintain completed Order Tickets showing all 
required transaction information for each transaction completed by an adviser. Please confirm that this 
proccdurc has been set in place in you audit response letter. 

ACC007196 
FILE#8145 



Firm IA Client File Review Donna Stout 
Question : Are fees collected in accordance with the client agreement? 
Answer: No 

I Auditor's Notes: There is a letter in the client file stating that the client will be charged a financial plan fee of $3225 in 
Nov 08, but no plan agreement is in the file. 

Investment Advisor Representatives must invoice clients in accordance with the terms of the client 
service agreement. Please provide documentatiodsupport as to how any disaepancies were remediated 
with your audit response letter. 

Suggesfed Action : 

Questiop : Does the IAR maintain order tickets for all adviser-completed transaclions? 

A m e r :  No 

Suggested Action : Investment Advisor Representatives are required to maintain completed Order Tickets showing all 
required transaction information for each transaction completed by an adviser. Please confirm that this 
procedure has been set in place in your audit response letter. 

Firm IA Client FiIe Review Bonnie Reynolds 
Question : Is there a completed new account form in AFO? 

Answer: No 

Auditor's Notes: 

SaggestedAction : 

No new account form is in the file. 

Each investment advisory client must have a compieted AFO New Account Form on file. Please 
indicate that all missing New Account Forms are completed in AFO in your audit response letter 

Question : Is there a signed client service agreement on file for each account? 

Answer: No 
Auditor's Notes: 

Suggested Action : 

No service agreement is in the file. 

Investment Advisor Representatives are required to maintain copies of all client service agreements. 
Please obtain the missing client Service agnxments and forward with your audit response letter. 

@e..vtion : Are fees collected in akrdance with the client agreement? 

Answer: No 

Auditor's Notes: 

Suggested Action : 

This couldn't be determined since no service agreement was in the file. 

Investment Advisor Representatives must invoice clients in accordance wilh the terms of the client 
service agreement. Please provide documentatiodsupport as to how any disaqsncies were remediated 
with your audit response letter. 

Are services provided in accordance with the client agreement? Question ; 

Answer: No 
Adztor's Notes: This couldn't be determined since no service agreement was in the file.This couldn't be determined 

since no service agreement was in the file. 

Investment Advisor Representatives must meet al l  obligations that are disclosed in the client service 
agreement Please provide documentationkupport as to how any discrepancies were remediated with 

SuggesfedAction : 

- - . "  - your audit response letter. . -  

Question : Doe.~ the IAR maintain order tickets for all adviser-completed transactions? 

Answer: No 

Suggested Action : Investment Advisor Representatives are required to maintain completed Order Tickets showing all 
required transaction information for each transaction completed by an advisa. PIease confirm that this 
procedure has been set in place in your audit responsc letter. 

Firm IA Client File Review Robert Looman 

ACC007197 
FILE#8145 



Question : Is there a completed new account form in N O ?  

A m e r :  No 

Auditor's Nofes: 

SuggesredAction : 

There was no new account form in the file, 

Each investment advisory client must have a completed AFO New Account Form on file. Please 
indicate that all missing New Account Forms are completed in AFO in your audit response letter. 

Is there a signed client service agreement on file for each account? Question : 

Answer: No 
Auditor's Notes: 

SuggestedAczion : 
There was no service agreement in the file. 

lnvestment Advisor Representatives are required to maintain copies of all cIient service agreements. 
Please obtain the missing client service agreements and forward with your audit response letter. 

Are fees collected in accordance with the client agreement? Question : 
Answer: No 

Audiror's Notes: 

Suggested Action : 
This couldn't be determined since no agreement was in the file. 

Investment Advisor Representatives must invoice clients in accordance with the terms of the client 

with your audit response letter. 
' service agreement. Please provide documentatiodsupport as to how any discrepancies were remediated 

~ ~~ ~ _ _ _  - - - - 

Queshbn : Are services provided in accordance with the client agreement? 
Answer: No 

Auditor's Notes: 

SrcggestedAction : 

This couldn't be determined since no agreement was in the He. 

Investment Advisor Representatives must meet all obligations that are disclosed in the client service 
agreement Please provide documentatiodsupport as to how any discrepancies were remediated with 
your audit response letter, 

Qhestion : Does the JAR maintain order tickets for all adviser-completed transactions? 
Answer: No 

SuggestedAction : Investment Advisor Representatives are required to maintain completed Order Tickets sFwing all 
required transaction information for each transaction conipleted by an adviser. Please confirm that this 
procedure has been set in place in your audit response letter. 

. 

Firm LA Client File Review G Reiss Investments 
Question : Is therc a completed new account form in AFOl 

Answer: No 

Auditor's Notes: 

SuggestedAction : 
The only items in the file were four Fidelity statements, dated 9/05,12/06,3/08, and 9/08. 

Each investment advisory client must have a completed AFO New Account Form on file. Please 
indicate that alI missing New Account Forms are completed in AFO in your audit response letter. 

Question : Is there a signed client service agreement on file for each account? 

The only items in the file werefour Fidelity statements, dated 9/05, 1UD6,3/08, and 9/08. 

Investment Advisor Representatives are required to maintain copies of all client service agreements. 
Please obtain the missing client service agreements and forward with your audit response letter. 

Answer: No --- .. - , ~ - ___ . 
Auditor's Notes: 

SuggestedAction : 
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Question : Are fees collected in accordance with the client agreement? 
Answer: No 

Audiror's Norm: 

SuggestedAction : 

This couldn't be determined since no service agreement was in the file. 

Investment Advisor Representatives must invoice clients in accordance with the terms of the client 
service agreement. Please provide documentationlsupport as to how any discrepancies were remediated 
with your audit response letter. 

Are services provided in accordance with the client agreement? Quesfion : 

Answer: No 
Auditor's Notes: 

SuggesfedAction : 

This couldn't be determined since no service agreement was in the file. 

'Investment Advisor Representatives must meet all obligations that are disclosed in the client service 
agreement Please provide docmentatiodsupport as to how any discrepancies were remediated with 
your audit response letter. 

Question ; Is there evidence the IAR meets with the client at Ieast annually to review the client's portfolio? 
(Choose N/A if Financial Planning only client) 

Answer: No 
SuggestedAcfion : Fm procedures require Investment Advisor Representatives to meet with clients at least annually to 

review and update suitability information, including mvestment objectives, financial status and risk 
tolerance and to document this review in the client's file. Please indicate how you d l  adhere to this 
requirement going forward in your audit response letter. 

Does the IAR maintain order tickets for all adviser-completed transactions? Question : 
Answer: No 

SuggestedAction : Investment Advisor Representatives are required to maintain completed Order Tickets showing all 
required transaction infurmation for each transaction completed by a adviser. Please confirm that this 
proccdwe has been set in place in your audit response letter. 

Does the IAR maintain all confirmations for investment advisory transactions? Quesrion : 

Answer: No 
Suggested Acrian : Investment Advisor Representatives are required to retain all confmations. Please confirm that the 

necessary steps have been taken to ensure maintenance of client confirmations in your audit response 
lettet. 

Question : Does the LQR maintain all statements for inves2memt advisory accounts? 

Answer: No 
Sutxested Action : Investment Advisor Representatives are required to retain ail statements. Please confirm that the 

necessary steps have k e n  taken to ensure maintenance o f  all client statements in your audit response 
letter. Please note, reliance on sponsor company websites or other online vendors for access to client 
statements on an as-needed basis is not sdficient. Statements must be downloaded to ensure you meet 
books and records requirements. 

-__ -- . . - - . . . Firm IA CIient File Review James Stoddard 
- -  

Queslion : Is there a completed new account form in AFO? 
Answer: No 

Auditor's Notes: 

Suggested Action : 
The new account form in the file wasn't signed by the rep ofrecord. 

Each investment advisory client must have a completed AFO New Account Form on file. Please 
indicate that all missing New Account Forms are completed in APO in your audit response letter. 
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I *  

I Quesfion : Is there a signed client service agreement on file for each account? 

Answer: No 
Audifor's Notes: 

Suggested Action : 

There was no service agreement on file for the accounts held at American, Franklin and DWS. 
Investment Advisor Representatives are required to maintain copies of all client service agrecmcnts. 
Please obtain the missing client service ageements and forward with your audit response letter. 

Are fees collected in accordance with the client agreement? Question : 

Answer: No 
Auditor'sNores: 

Susgested Action : 

This couldn't be determined since no agreement was in the iile. 

Investment Advisor Representatives must invoice clients in accordance with the tenns of the client 
service agreement. Please provide documentatiodsupport as to how any dismpancies were mediated 
with your audit response letter. 

Question : Are services provided in accordance with the client agreement? 

Answer: No 
Auditor5 Notes: 

Suggested Action : 
This couldn't be determined since no agreement was in the file. 

Invcstment Advisor Representatives must meet ail obligations that are disclosed in the client service 
agreement Please provide documentatiodsupport as to how any discrepancies were remediatwf with 
your audit response letter. 

cuesfion : Is there evidence the IAR meets with the client at least annually to review the client's portfolio? 
(Choose N/A if Financial Planning only client) 

Answer: No 
Suggested Action : Fm procedu~s require Investment Advisor Representatives to meet with clients at least annually to 

review and update SuitabiIity information, including investment objectives, financial status and risk 
toleranct: and to document thii review in the client's file. Please indicate how you will adhere to this 
requirement going forward in your audit response letter. 

Quuesfion ; Does the JAR maintain order tickets for all adviser-completed transactions? 
Answer: No 

Suggested Action : Inksbent Advisor Representatives are required to maintain completed Order Tickets showing all 
requked transaction information for each transaction completed by an adviser. Please confm that lhis 
procedure has been set in place in your audit response letter. 

Firm IA Client File Review Sally Stanley 
Question : Is then a completed new account form in AFO? 
dnnver: No 

SuggesfedActwn : Each investment advisory client must have a completed AFO New Account Form on file. Please 
indicate that all missing New Account Forms are completed in AFO in your audit response letter. 

Quesfion ' Is there a signed client service agreement on Ne for each account? 

. - _"_ - . -  - -. . -. .- -- - - Answer: No 
Auditor's Notes: 

Suggested Action : 

There was no service agreement in the file. 

Investment Advisor Representatives are required to maintain copies of aU cljent service agreements. 
Please obtain the missing client service agreements and forward with your audit response letter. 
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Question : Are fees collected in accordance with the client agreement? 

Answer: No 
Audiror's Notes: 

Sugges6edAction : 

This couldn't be determined since no agreement was in the file. 

Investment Advisor Representatives must invoice clients in accordance with the terms of the client 
service agreement. Please provide documentatiodsupport as to how any discrepancies were remediated 
with your audit W n s e  letter. 

Question : Are services provided in accordance with the client agreement? 

Answer: No 
Auditor's Nom: 

SuggestedAcrion : 
This couldn't be determined since no agreement was in the file. 

Investment Advisor Representatives must meet all obligations that are disclosed in the client service 
agreement. Please provide documentatiodmpport as to how any discrepancies wen remediated with 
your audit response letter. 

Quesrron ; , Is there evidence the XAR meets with the client at least annually to review the client's portfolio? 
(Choose N/A if Financial Planning only client) 

h e r ;  No 
Suggested Action : Firm procedures require Investment Advisor Representatives to meet with clients at least annually to 

review and update suitability information, including inveshnent objectives, financial status and risk 
toleran= and to document this review in the client's file. Please indicate how you will adhere to this 
requirement going forward in your audit response letter. 

Quesrion ; Does the IAR maintain order tickets for all adviser-completed transactions? 

Answer: No 
Suggested Action : Investment Advisor Representatives are required to maintain completed Order Tickets showing all 

required transaction information for each transaction completed by an adviser. Please codiim that this 
procedure has been set in place in your audit response ietter. 

Additional Audit Finding Elizabeth Aiken 
~~ 

Question : List any findings that were found that are not covered in the audit questions. 

Answer: Elizabeth Aikent - Mr. Schmerman was given a check for $175,000 of Mrs. Aiken's funs that were 
moved to an unkown account in Florida. No custodial statements or other account documents are in 
tile. 

Please respond to each audit finding in your audit response letter. SugliestedAction : 

Unresolved Deficiencies 

- Question : Does the office have any unresolved deficiencies firom previous home office audits? 

Answer: Yes 

Suggested Action : A11 previous deficiencies must be corrected withii 30 days. Please state the status of all repeat I 
deficiencies in your audit response letter. l"..l , _  - . " . - -. .. . .. 
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Question : 

Answer : 

Please list the unresolved deficiencies. 

Answering Maching - The answering machine message doesn't include verbiage instructing clients not 
to leave trade instructions. 

Checks & Securities Log - Each office location is required to maintain a.Checks and Certificates 
Recieved Log. Please indicate that you understand this procedure and are maintaining the United 
P l p e r ;  Checks and Certificates Received Log in your audit response letter. 

Correspondence Procedures - There are still no written procedures for incoming or outgoing mail 
handling. 

Suggested Action : 

Please review t h e  above findings and provide me with a written response on your  letterhead by 
M a r c h  24, 2010 acknowledging  cach i t e m  a n d  out l in ing  t h e  s t e p s  t a k e n  to  e n s u r e  f u t u r e  
observance and compliance with United Planners '  policies and procedures. Responses received 
after the noted due date will be subject to a fine. 

Enclosed you will find a full  report  of your  2010 Branch Office Examination. Please maintain a 
copy of this audit, the remediation letter and your response in your Branch OfFce Audit File. 

Sincerely, 

KATHERNEHAPEMAN 
Compliance Analyst 

_ _  . .. . . . .  

Reviewing Officer 

Aaron Somers 
AVP - Compliance 
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UNITED PLANNERS' FINANCfAlL SERVICES OF AMERICA 
A LIh4MED PARTNERSHIP 

7333 EAST DOUT3LETEE RANCH ROAD, STE 120 SCOTISDALE ARIZONA 85258 
TEL (480) 991-0225 FAX: (480) 503-8178 

December 7,2009 

2009 Branch Ofice Examination 

RICHARD SCHMERMAN 
5312 N 12TH ST, STE 301 
PHOENIX, AZ, 85014 

Dear RICHARD: 

Thank you for the assistance and courtesies extended during my review of your branch office on November 
23, 2009. Please be advised that the following deficiencies were discovered d u k g  my review of your 
office. 

Business Structure 

Does the answering machine message include verbiage that instructs the client to not leave trade orders in 
their message since they can not be acted upon? 

4 
Answer: NO 

Suggmteed Action : As a best practice, your message should include verbiage so that clients do not leave trade orders on the 
answering machine. 

Advisor Front Office ' 

Question : List how many exceptions are noted on the exception report. 

v 
A m e r :  21 

Auditor's Notes: AS of 12/1/2009. 

Suggest& Action : The Eblotter exception report must be reviewed in a timely manner to ensure that exceptions are corrected 
and all transactions will be blottered. Please confm that you have procedures in place to review and correct 
items that are on the Eblotter Exception Report in a timely manner in your audit response letter. 

Checks and Certificates Received Log 
&/---- \ .  

,/&&on : __ &dopies of climts' checks maintained with the Checks and Certificate Received Log? 
~--..#-----*- L, Answer: NO 

Auditor's Notes: 

SuggPsted Action : 

Going forward please keep copies of checks with check log. 
Copies of client checks received must be retained with the Checks and Certificates Received Log. Please 
indicate that going forward client investment check copies will be kept with the Checks and Certificates 
Received Log in your audit response: letter. 

Correspondence FiIes 
ACC007203 
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. 
Question : Does the office have documented procedures for handling incoming mail? 
Answer: No 

IJ Auditor's Notes: 

Suggested Action : 
Sent sample instructions on 12/7/2009. 
Each office must design, document and implement incoming mail handling procedures, including 
procedures for handling checks, certificates, client complaints and correspondence from regulatory agencies. 
Please forward a copy of your incoming mail procedurm with your audit response letter. 

Does the office have documented procedures for handling outgoing mail? Question : 
Answer: No v- 

Auditor's Notes: 

Suggated Action : 

Sent sample instructions on 12/7/2009. 
Each office must design, document and implement outgoing mail handling procedures, including OSJ 
review, use o f  traceable mail service for certificates, and deadlines for fonvardhg client checks to sponsor 
companies. Please forward a copy of your outgoing mail procedures with your audit response letter. 

Additional Audit Finding Firm Element Continuing Education 
~ _ _ _ _ _  ~- ~ 

Question : 

A~~~~ .- 
List m y  fidings that were found that are not covered in the audit questions. 
Richard and Troy need to wmpkte Compliance Questionnaires and Firm Element Continuing Education 
(deadline to complete these was November 30,2009). 

Suggesied Action : Please respond to each audit fmding in your audit response letter. 
w' 

Please review the above findings and provide me with a written response on your letterhead by 
December 28,2009 acknowledging each item and outlining the steps taken to ensure future observance 
and compliance with United Planners' policies and procedures. Responses received after the noted due 
date will be subject to a fine. 

Enclosed you will find a full report of xour 2009 Branch Office Examination. Please maintain a copy 
of this audit, the remediation letter and your response in your Branch Office Audit FiIe. 

. Debbie Gibson 
Compliance Analyst 

Aaron Somers 
AVP - Compliance 
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UNITED PLANNERS 
FlNANCfAL SERVICES OF AMERICA 
7333 E. Doubletree Ranch Rd 
Suite 120 
Scoltsdale. AZ 85258 
(480) 991-0225 

n?. 6 0 
..,+I 

Account DATE: 

Form 

JNITED PLANNERS ACCOUNT NUMBER---- IS THIS A PERSHINGACCOUNT?CI]Y 0 N PERSHING ACCOUNT NUMBER 
S THIS AN INVESTMENT ADVISORY ACCOUNT? B F I R M  UINDEPENDENT U N O  

MARITAL STARS 
ACCOUNT NAME -ADDRESS 6- OlNT 1 ENANT N A M t  OR N A M E m N O R  IF CUSTODWL ACCOUNT (PLEASE INDIMTE) 

 INGLE CCOUNI NAME 

Elizabeth Aiken 
IMT TENANT 

- 
INOIVIDLJAL(S) AUTFLORIZEO TO TRANSACT BUSINESS 

_- 
BUSINESS TELEPHONE NO. IFYOU &+E A DIRECTOR. A i o ~ .  SHAREI~OMR, OR A POLICY-MAKING EEcunvE OFFICER SA 

-- 
PUBLICLY TFNJED COMPANY. NAME OF Co. 
I PROMISE TO NOTIFY YOGF-ANY CHANGE 

STATE 

Az 
ICITY STATE 

YEARS EMPLOYED 
_--- 

n u s .  DRIVERS LICENSE ~ P A S S P O R T ~ _ ~ G O W N M E N T  ISSUED IO 

IDENTIFICATION 
P R m C C @ J % T  OWNERS ID INFORMATION ECONDARY ACCOUNT OWNERS ID INFORMATION 

PIACE OF ISSUANCE PLACE OF ISSUANCE I-__ 

DATEISSUED q]q to  3 DAEEXPIRES q\ b , DATE EXPIRES 

POWER OF ATTORNEY (INCLUM COPY)' 
CLIENT FINANCIAL INFORMATION 

1 hiOD LIMlTED[CI F U L L m  

ROWTH 6 INCOME 

Haw Low Haw You Known Account 1 
- -.-_ 

10 YEARS -- 

INCOMPLETE IF PRESENTED WITHOUT ACCOMPANYING ACCOUNT SIGNATURE PAGE 

Updated 4-23-08 

UPFOOl Ad 08-0694 

PAGE 1 OF 2 
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T1 

i. -' 
ACCOUNT AGREEMFNT 

1. Provisions in the event of Failure to Pay or Deliver 
Whenever the undersigned does not. on or before the settlement dare. pay in full 
for any security purchased for the account of the undersigned, or dellver any 
security sold for such account, you are authorized (subject to the provisions of 
any applicable srarute.de or regulationl. 
(a) Until payment or delivery I s  madi in full, to pledge. repledge, hypothecate or 
rehypothecate. without notice, any or al l  securities which you may hold for the 
undersigned (either individually or jointly with others), separately or in common 
with orher securities or commodities or any other propeny, for the sum then due 
or for a greater or lesser sum and without retaining in ywr  possession and 
control for delivery a like amount of similar securities, andior 
(b) To sell any or ai l  securiries you may hold for the undersigned (either 
individually or jointly with others). or to buy in any or all securities required to 
make delivery for the account of the undersigned, o r  to cancel any or all 
outstanding orders or commitments for the accounr o f the undersigned. 

2. Cancellation Provislons 
Y o u  are authorized. in your discretion, should the undersigned die, or should you 
for any reason whatever deem It necessary for yourprotection, without notice, to 
cancel any outstanding orders in order to dose out the acwunts of the 
undenigned, In whole or In part. or to close out any commitment made on behalf 
of the undersigned. 
3. General Provlslons 
Any sale, purchase or cancellation authorized hercb y may be made accordtng to 
your judgment and at  your discretion on the exchange or other market where 
such business is then usually transacted, or at public auction, or at private sale 
withour advertking the same and without any notice, prior tender. demand or call, 
and you may purchase the whole or any part of wch securities free from any 
dqht of redemption, and the undersigned sha l l  remain iiaMe for any deficiency. It 
is  further understood that any notice. prior tender. demand or call from you hal l  
not be considered a waiver of any provision of this agreement. The undersigned 
shall include any person executulg his agreement on the front thereof. 'You' 
shall include the bank broker or bther financial instkution, which opened the 
account of rhe undersigned.You are authorhed to sell securities to cover any 
debit balance resulting from ancillaly feescharged 
4. successors 
This agreement and i t s  provisions h a l l  be continuous, and shall insure 10 rhe 
beneflt of your present organization. and any successor organlzadon or assigns, 
and shall be binding upon the undersigned and/or .the estate, executors, 
administrators and assigns of the undersigned. 

. 

5.. Age 
The undersigned. if an individual. represents that he or she b of full age. 
6. Interest in Account 
No one except the undersigned has an interest In any of its accounts with you 
unless such interest is revealed in the ritie of such account and in any case the 
undersrgned has the interest indicated In such title. 
7. Orders and Statements 
RepOKs of the execution of orders and statements of  rhe account of the 
undersigned shall bc conclusive if not objected t o in writing, the former within two 
days and the Latrcr within ten days aher forwarding by you to the undersigned by 
mail or otheiwise 
8. Force Majeure 
You shall not be liable for loss or delay caused direnly or indirectly by war, 
natural dsarters, government restrlcuons. exchange or market rulings or other 
conditions beyond your control. 
9. Joint Accounts 
if,this IS a joint account, unless we notify you otherwise and provide such 
documentation as you require. the brokerage accwntls) shall be heid by US 
jointly with rlghts of survivorship (payable to eft her or the survivor of us]. Each 
jolnt Tenant irrewcablyappolnts the other as artomeyin-fact to take all action on 
hls or her behalf and co represent him or her in aU respeas In connection with this 
Agreement. You shall be fully protected in aning,but shall not be required to act 
upon the instructlons of either of us. Each of us shall be liable, jointly and 
individually, for any amounts due to you pursuant to  this Agreement, whether 
incuned byeither or both ofur. 
10. Address 
Communications may be sent to the undersigned a t  the current address of the 
undersigned which is on file at your offire, or at such other address as the 
undersigned may hereafter give you. All communications so sent, whether by 
mail, telegraph, messenger or othedse.  shall be deemed given t o  the 
undersigned personally, whether aauafly received or not 
11, Recording Conversations 
The undersigned understands and agrees that for our mutual protection you may 
electronically record any of our telephone conversa tionr. 

PATRIOT ACT DISCLOSURE - To help the government fight the funding of tetrorism and money laundering activities, federal law re qulres'financial instilutbnr to 
obrain, verify and record information that identifi es each person who opensan account, This information will beused to verify yolrr identity prior to opening this account. 

ARBITRATION AGREEMENT 
T h i s  agreement contains a predispute arbitration clause. By signing an arbitration agreement the parties agree as follows: 
A. AN parties to this agreement are giving up the right ro sue each orher i n  court. including the right to a trlal by jury. except as pr6vldcd by the 
rules of the arbitration forum in which a claim is filed ' 

B. Arbitration awards are generafly final and binding: a p a w s  sbihty to have a couRre\Eerse or modify an arbitratlon award Is very limited. 
C lhe ability of the panles to obtain documents, witness statements and other discovely Is generally more limited in arbitration than in court 

0. The arbitrators do not have to  explaln the reason(s) for their award 
E The panel of arbitrators will typically include a mlnodty of arbitrators who were orare affiliated with the securities industry. 
F. "he rules of some arbitradon forums may lmpnie time limits for bringing a claim in arbitration. In some cases, a claim that is ineligible for , 

arbitration may be brought in court. 
G. The rules ofthe arbitration forum in which the claim if filed,and any amendments therero, shall be incorporated into chis agreement. 

If a customer filer a complaint in court against a member thatcontains claims that are subject to arbitration punusnt to a predispute arbitration 
agreement between the member' and the customer, the member may seek to compel arbitration of the ctaims that am subject to arbitratinn. If the 
member seeks to compel arbitration of such claims, the member must agree t o  arbitrate all of the daims contained in the comp(aint if the customer 
so requertr 

No person shall bring a putative or certified classactlon to arbitration, nor seek to enforce any predispute arbitration agreement against any 
person who has initiated in cwrt a putatlvc class action; or who is a member of a putaflve class action who has not opted out or the class with 
respect to any claims encompassed by the putative class actlon until: (0 the class certification is denied: or nil the class i s  decertified; or (ill) the 
customer is  exduded horn the dass by rhe court. Such forbearance to enforce an agreement to arbitrate shall not constitute a walver of any rights 
under this agreement except to extent stated herein. 

' proieedhgs. . .  

. 

l H l S  IS A PREDISPUTE ARBITRATION AGREEMENT. WAD CAREFULLY AND UNDERSTAND YOUR RIGHTS UNDER THIS AGREEMENT 
CERTIFICATION OF TAXPAYERIDENTIFICATION NUMDER W9 SSNAAX Ilk-- 

Under penalties of perjury, 1 certify: , , 

1 
2. 

We number shown on this form is  my correct taxpayer idenoflcation number (or I am waiting b r  a number to be issued to me1 and 
I am not subject to backup withholding because La1 I am exempt from backup wlthholding, or (b) I have not been notified by the internal Revenue Senrice 
(IRS) that I am subject to backup withholdmg as a rerub of a failure to report aU interest or dividends. or (0 the I 6  has notified me that I am no longer subject 
to backupwthholding. and 
I am a \IS Clnzen or other U S Person 3 

IMPORTANT You must CROSS OUT paragraph (2) above IF it is  not correc~ 
This i s  a 2 page document. The undersigned hashave carefully read t h u  page, which indudes the predispute arbitrauon clause and the reverse and agrees _-_-- -- to the-fnformat ion-di~s~~ Isy-theVtXJ*Ei@xd. a ~ ~ ~ ~ a ~ d ~ ~ ~ l ~ a ~ d ~ ~ ~ - F ~ h ~ h e  undersigned &ees to notify'UPFSA or their 
Representative in writing of any changes to the informahon reported on this New Account Form The undersigned acknowledges that they have obtained a 

Reprcsenrative at the time of signing 

Aj OAT€ SIGNATURC OF JOINT TENANT DATE 

- REPSIGNATURE DATE BRANCH OFFICUOSJ PRINCIPAL DATE 

REP NUMBER 

UPF-OUt,dated 4-23-08 
Ad 080694 

PAGE 2 OF 2 
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5312 North 12th Street Suite 301 Phoenix, Arizona 85014 
(602) 224-6040 (602) 957-4845 Fax (602) 266-5307 

Richard M. Schmerman*, CPP", ChFC 
Tax Planning and Portfolio Management* 

November 1,2008 

Elizabeth Aiken 

-Arizona = 
Ke. Provision of lnvesttnent Management Services 

Dear Liz. 

It is my pleasure to  serve as your Investment Advisor. As always. my highest priorrty is to provide you 
with the best investment services possible. To meet this goal, 1 maintain licenses as an Investment 
Advisor Representative with a Registered Investment Advisor ("KIA") and as a Registered Representative 
&jth a licensed Securities Brokerage Firm ("Brokerage Firm"). I have recently determined that I will be 
better able to serve you tri/ changing my affiliations from Mutual Service Corporation, my prior RIA and 
Brokerage Firm, to United P!anners' Financial Services of America ("UPFSA") 

M y  number m e  priority :s that I an? able 13 offer my clients thv best investment services possible. 1 am 
always loulting for ways to add client value, but :ealize$hat my tirm IS a small (arid I want to remain a 
srnall) finarjcial advisov office. Therefore, I am moving my securilres r'elationship 10 UPFSA This will 
not affect, your relationship with me, where your funds are maintained, my investment philosophy, or 
the fees that we have previously agreed upon. 

I a m  enclosing the followifig forms for you to  review. Together, these forms will allow me to continue 
proviaing investment advisory services through UPFSA. 

- New Account Form with UPFSA 
- Limited Power of Attorney with UPFSA 

I realize that the. enclosed forms are much more regulatov than you have seen in the past, bur 
increasing compliance issues have led companies ta move in this direction. 

*Registered Principal Offering Securities and Advisory Services Through United Planners 
Financial Services of America, A Limited Partnership Member FINRA, SIPC 

Diversified Financial and United Planners are not affiliated. 
ACC007225 
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Elizabeth Aiken 
Page 2 

I need to receive the enclosed forms back as quickly as possible, but in any event no later than 
November 18, 2008. I am enclosing a self-addressed [stamped] envelope for your convenience. 

If you have any questions, please do not hesitate to  call me. 

-. 
Richard M. Schmerman 

Client Acknowledgement: 

I have read and understand the foregoing and agree to the financial advisory services as set forth above. 

Signature: 
Y 
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FILE#8145 



9 

Limited 'Power of Attorney (LPOA) 

1,nvestment Advisor ('In.) InformatIon (This portlon to be complete0 by IA.) 

I~FirmNarne(PIease print.) -( JP .FIA 
IA Master Account Number _ _  Service Team -- v* 

Prior IA Firm Name M . % C  - biye:cc I Pied F-I . hmciaQ 
(Please mmplelm i f  aulhunzation M l D w  replacer aulhonly prenously dolepa1erl.l 

SchwabLink* Investor Checking Master 
If YOLI do not have a SchwalJLink Master for your Schwab Bank High Yield invesIor CheckingrU ("High Yield Investor Checking') account(s). please 
contact your sales representative to  get one established. 
is you firm (or a pincipal. elnployee or related persorrf of your firm) an owner,tnJstee, executor, guardian, conservator OT custodian of this account? d y e s  1:. No 
If 'Yes.' and this is a Trust, Estate, Guardianship. Conservatorship or Custodial account, please also submil a completed Investment Advisor Account 
Supplemental Information Form: - 

Use this forrn to gnnt limited authority over your existing brokerage account at Charles Schwab & Co.. Inc. ('Schwah") and. If applicable, your iinkcd 
High Yield lrivestor Checking account at Charles Schwab Bank ('Schwab Bank") to the i A  named above. 

2. Account Holder lnformatlon 
.- 

t n l Y  
Hlgh Yield Investor Checking Accounl Number (it applicable) 

LD 
Brokerage A c m m  Number 

-w=-- Account Iioldcr's Rrsf Name Middle Last 

Additional Account Holder's First Name Middle las: 

2. Authorizations (Please initial all areas that apply to  this account.) 
Note: Any of these authorizations may be revoked by providing notice to Schwab. if more than onepersori Is listed on the account. each Account ljolder 
must initial the auitmirations granted below. (An 'x" is not sufficient.) 

(-&C(PA 
, .  

. . .- 

w Trading Authorization. I authorlze Schwab to execute trsdes in my brokerage account at 
the direction of I A  as provided in the Limited Power of Attorney (LPOA) Agreement 

Trading and plsbursement Authorlzatlon.' 1 authorize Schwab (1) to execute trades in my 
brokerage accounr at the dtrectlun of IA as provided in the Limited Power o f  Attorney 
(I POA) Agreement: (2) to disburse assets for investment purposes or to me.peffionally. 
as instructed by I A  (3)to remit checks, wire funds and otherwise to make disburse- 
ments of funds held in the brokerage account (I) to banks, broker-dealers, Investment 
companies or other financial institutions for credit to  an account of identicat registration 
or (11) to me at my address of record. (NotcThls optlon is not available for Estate, 
Guardlanshlp or Conservatorship accounts.) 

Fee Payment Authorization. I authorize Schwab to pay investment advisory and related 

AWL liolder/Tmstecl * ~ l  ticcount Hol~ef! w ~ I  m O U n t  

Acct. fiolder/Truslee/ Add'lAccounttiold~r/ Add'! 

Cu odian/€xecutor Co-lrustee/Co.&xocuror Co.Trrrstee/Co-Erecutnr 

Co-Trustee Co-Trueroe 

L 
Custodian 

v 
Custodian/Exewtor 

ACCt. Holder/rrustee/ Add'l Account Noider/ Add'l Accouftt I-lOlclaf/ 
~a.~,ostes/~o.~xec.utor Co.~rostee/~o.Executor fees to IA from my brokerage account in the amount of my iA's Instnrctions. 

*A 'related person" is defined as any advisory affillate or any person that is under cofnnion control with your Rrni. See Form ADV for additional information. 
'High Yield Investor Checkingaccount: K you have granted "Disbursement Authorization' above toyour IA on your Schwab Onee brokerage account. and you 

, have e linked High Yield Investor Checking account, you will be deemed to have granted Disbursement Authorization to your IA 01-1 your High Yield Investor 
Checking account as well. Under this Disbursement Aulhorkation. your IA will have the abllity to tiansfer or withdraw money from your High Yield Investor 
Checking account. place stop payments, and generally take sudl other actions wlth respect lo this account in the same manner and to the same extent as 
you are permitted to do: However, in general. your IA will not be issued checks for this account, has no authority to sign checks for this account and will not 
be issued a check card for this account or access to Schwdb Bank Bill P a p  service. Your IA may request copies of specific account statements for this 
account. Any of these authorizations may be revoked by providing norice to Schwab or Schwab Bank. Schwab or Schwab Bank may require that such notice 

. be provided in writing. 
I f  you have not granted your IA Disbursement Authorization on your Schwab One brokerage account, your IA may only have authority to view account 
tnfonnarion, balances and transactions. but not to make withdrawals or transfer funds in your linked High Yield Investor Checking account, Your I A  m a y  
also request coples of specific account statements. 

__ _ _ _ _ _ _ _ ~  Non-Deposit Investment -________.___ Products: Not FDIC-Insured ._I__- - -_-__ No Bank Guarantee May Lose Value ._ I 
_____I___" -__-- -__-__I__ ---- 

J 

For Charles Schwab Use Only 

Account Number Oate Approved lmm/dd/wy) I____-- Pnnt Nan- of ApprOVer Signatus 
~ 

WB 
02007 Charles Schwab & Co. Inc. All rlghts reserved. Member 5IPC. 
Schwab lnstltutional IS a divrsion of Charles 5chwab L Go., lnc FTA 01979 (1207.1547) APP10504.16 (12/07) 
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3. Issuer Comntuiilcations and Related Actions 
If YOU have granred your IA trading authority over your brokerage account. and your IA exercises investment discretior1 for you pursllsnt to an advisW 
contract, you can appoint your IA to be sent certain issuer and issuer-relaxed communications (proxies. tender offers, proposed mergers, rigllts 
offerings, exchange offers and warrants, among olher things) that may require a voting decision or other action reSrding investments held in your 
brokerage account. 
if you appoint your IA below, your IA will, regarcling only those voting decisions or other action communications Sent t o  your IA: (i) be requested to vole 
proxy ballots; (ii) be requested tu provide instructions regarding corporate reorganizations and other corporate actions; and (iii) he sent certain prospec- 
tuses and annual reports and other coi~~niunlcations. In these cases, you will be authorizing your lAto make all voting declsions Ond take all actions on 
your behalf. You will not be sent informational coples of these conmunlcations. . 
Even Lf you appoint your IA below, you may still he sent certain other issuer end issuer-related communlcntions regarding investments held in your 
brokerage accaiint. You agree that you yllf be.responslbfe for provldlng Schwab any applicable instructions or dlrectlons on those items. 
Please select only one: 
; 
I.' 

Yes. I appoint my iA. and I will fulfill my responsibilities, as described above. I irtstruct Schwab not to disclose my name, address and securities 
positions to any Issuer ofsecurities held in my brokerage account. 
No. I do notappolnt my IR as described above, I wish to be sent all issuer and issuer-related communications, make ail voting decisions and take all 
actions described above. I understand that any Issuer of securities held in my brokerage account may request that Schwab disclose to It my nema. 

lf you selected "NO" above, piease saiect one: MY IA 

address and securiUes positions in that issuer. 

communications. 

,?.. 

should /[- should not tie sent informational COPIOS of any issuer or iSSUer-ri?l&!d 

if you do not select either "Yes" or "No" above, Schvmb will Geom you to ha& indicated 'No." but informational copies of issuer and issuer-related 
coinmunicetlans may bo sent to your IA. 

/ 
- 

4. Schwab Bank High Yield investor Checklngm Investment Advlsor Authorizations 
(If you do not have a High Yleld Investor Checking aCCOUflt, please skip thls SeCtlOn.) 
If you t w o  \i$tcd a High Yield investor Checking account in Section 1 of this form, please read this Section. These Investment Advisor Authorizations aro 
~n agreement between Charles Schwb Bank ('Schwab Bank") and each Account Holder. Thi? terms "L" %e' and ^my" refer to each Account Holder or 
trust&. By sigiiing In Section 6. 1: 

(1) authorize the Investment Advisor (IA) named 
ori this form t.0 exercise the authorit.ies. 
descrlbed in Section 2 of this form. and I 
authorize Schwab Bank to take such actions 
as Schwab Bonlc deems necessary to carry 
out instructions Schwab Bank receives from 
me and/or my IA: I further authorize Schwab 
Bank. in rtS sole dlscretion arid for whatcwr 
reason, to request additional documentation 
from me prior to executing any transaction 
requested by my IA; 

, 

(2) acknowledge and agree that: 
Schwab Bank will merely effect transac- 
tjuns as directed by my INS Disbursement 
Authorits 
Schwah Bank will 1101 give legal or tax 
advice; 
Schwab Bank is not acting as R flduciary; 
I (and not Schwab Bank) am responsible 
for imustigating and selecting my IA; 

. my IA Is not affiliated with, or COntrOk?d or 
employed by, Scliwab Bank, and Schwab 
Bank has not approved, recommended or 
enclorsed my IA; 

unless required by apnlicable law, Schwab 
Bank has no duty to review, supervise or 
monitor any transaction by my IA in my 
High Yield Investor Checking account: arid 
Schwab Bank reserves the right, in i ts 
sole discretion. to no longer honor 
iwt.ructions from my 1.4 and will notify me 
It it chooses to do so: 

3 

a 

agents from and against all cialrns, actions, ' 

judgments. senlemerrt amounts. costs and 
iiabllities, lnciudng attorneys' fees. arislng 
out of or relating to thelr reliance on thls form 
and these Account Terms. Schwab Banks 
execution of my 1A's instructions and Schwab 
Bank's execution of disbursement lnstruc. 
tiam received from my IA's DlSbUE.Bment 
Authority; 

(4) agree t o  indemnify and hold Schwab Bank 
harmless from, and'to pay Schwab Bank 
promptly upon denmnd for, any and ail losses 
or financial oblieatlons which may arise from 
the acts or omissions of my I4 with respect to 
rny Nigh Yield Investor Checking account. 1 
also agreetirat S.chwab Bank will not be 
liable. and. I will not attempt to hold Schwab 
Bank liable, for any transaction or decision 
inado by my IA. whom I have selected, 
regardiess of whether or not any'such 
transaction or decision was specificelly 
authorized by me: 

(5) understand that this authorization n d  
indemnification wlll remain in effect until 
Schwab Bank is notified In writing of my 
death, mental disability, Incompetence or 
lncapi?,clly. or untll I have revoked it by written 
notlflcation, and such notification is rWh?d  
by Schwab Bank; such revocation will not 
affect my obligations resulting from transac- 
tbns initiated prior to Schwab Banks receipt 
of notice of revocation; 

(7) cei3fy that I have read carehlly the provi- 
sions of this form and understand that it 
authorizes my IA. hi?fdn named, to exercise 
all rights and powers set forth above with 
respect to niy High Yield lnvostor Checklng 
account, and i understand that anything my 
I A  n i y  do in the exercise of such rights and 
powers Is fully binding upon ma: I hereby 
authorize the IA named in this form and in 
such capacity to give mstructions to Schwab 
Bank In connectton with my High Yield 
investor Checking account specifled on this 
form, and to take other actions necessary or 
incidental to the execution of such instruc- 
buns; I authorize Schwab Bank. and Other 
pelsons to whom Schwab Rank has given 
Instructions in order to implement my INS 
instructions, to rely an my INS instructions 
without obtaining my approval, countersigns- 
tiire or co signature. I understand that this is 
not a Durable Powor of kttorney and that ail 
authority granted to my IA shall cease 
automnticalty upon Schwab h n k  recehring 
written notiftcatlon from a llcensed physician 
of my mental Ulsabillty, incompetence, 
incapacity or death; 

(8) glve my Investment Advisor of record (it I have 
granted Disbursement Authorlty to m y  IA) or 
Other Authorized Signer permission and 
aulhority to request wire transfers and 
Automated Clearing House (ACH) transfers, by 
telephone or online, from mv HiEh Yleld 

(6) understand that this forin supplements and 

SChvJab Bank may have under existing law or 
any other agreement with me. Thlsform wlll 
bind my h&S, executors, administrators. 
successors urid assigns, and will benefit 
Schwab Bank's successors, affiliates and 
assigns; 

. _. _ i a n a ~ ~ . a y . . l i m i t s a r . ~ s t r i c t ~ ~ l ~ ~ ~ s ~ h l c ~ - - ~ -  
(3) hereby ratify and confirm any and all 

lmnsactions or dealings effected in and for 
my High Yield Investor Checking account by 
rny IA, and I agreo to indernnlfy and holu 
liarloless Schwab Bank. its affiliates, and 
their directors, officors, employees and 

Investor Checklng account. iunderstand that 
by making lhk authorlzatlon I may not be 
contacted as part of the Schwab Bank wlre 
transfer security procedures or other related 
customer authentlcation procedures when my 
IA or Other Authoriied Signer requests and 
slgns for a wlre transfer or requests ail ACH 
transfer based on this authorization. 

-_-- ----- 

WB 
Q2007 Cnarlss Schwab & Co.. hc. All rlghls reserved. Member SIPC. 
Scwab Instlrutional is a diuis~on of Chanct Schlwjb 8 Co.. lnc. FT.4 01979 112074547) APPlOBOR-16 (12/07) 
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5. Certlffcation of Trust-Trust Accounts Only 
By signing this Umited Power of Attorney form on behalf of a Trust. each Trustee signing below (the "Trustees") certifies that tile repfF5entatiOnS and 
warraiitles in the attached Cerritication of Trust are true aild COmplt..tC. 

6. Please Read and Sign 

Tne terms "I," "me" and "my" refer to each 
Accoui)t Holder or Trustee. By signing below, I 
authorize the fnveslrnent Advisor (IA) named on 
page 1 of this document Lo be my Agcnt 
(attorney-In-fact) to the extent provlded in this 
Limited Power of Attorney jLPOA) d0CUIIIBnt. 
Further, I certify that 1 have read carefully tlie 
provisions of this LPOA documeot. By signing 
this Limited Power of Auorney, each Trustee 
signing below (We 'lhJSTt?es") certifies that the 
representations and warranties In the attached 
Certification of Trust are true and complete. 

Furthermore, by sigrrlng this agreement, I 
acknowledge that these terns relate to m y  
account($ and are part of (A) the Account 
Agreement between me and Schwab for my 
Schwab One* account and. if applicable. (8) the 
Account Agreement between me and Schwatt 
Eenk for my Hlgh Yield Investor ChecklnfM 
account. 
Additionally, by slgning this Agreement, each 
Account Holder consents to Schwab's:(i) 
sending, by mall, electronic delivery and/or Other 
means, dupllcatc copies of account trade 
conflrmatlons, account statements and any other 

lnformatlon relating to Uie Account Holder and 
the account to the Account Holder's LA, If end in 
such manner as requested by the Account 
Holder's I& (11) sending such inforinatlon about 
the Account Holder and the account lo third 
parties (such as CPAs or performance-reporting 
companies) as the Account Holder's IA shall 
direct Schwab; and (fir) disclosure of information 
about the Account Holder and the account to 
other lhird partles as provided In Uiis LPOA and 
the Account Agreemetit. Furthermore. 1 
acknowledge that I have recelved a copy of the 
AccountTernis to retaln for my records. 

All Account Holders must slgn below. if this 1s a Trust. Estate. Guardianshlp or Conservatorship Account, all Currant lrusteos. executors. 
guardians or conservators must sign, even if not listed on the account registration. If needed, YOU may attach a separate sheet with addjllonal signatures. 

Please Note: By slgning below, t authorize Schwab to provlde IA any and all requested Information of any nature whatsoever regarding my brokerage 
account, Including. but not limited to, copies of my account statements, applications or llke docuinentatlon, and, if app(Icable, copies of checks written 
against my linked Schwab Bank Hlgh Yield Investor Checking account. 

For Charles Schwab Use Only 
- 

Account Nurrmr L----.--- - 
WB 
02007 Charles Schwab & Co., Inc. A l l  rlghts resewed. MelllDBI SIPC. 
Schwsb lnsututioml 4 0 dlViSlOn Of Charles Schwab & CO.. lnc. o o o a o o  I T A  01970 11207-1547) APP10504-16 (11/07) 
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Charles SCWAB 
INSTITUTIONAL 

. IA Master Account Numasr 

Schwab OneeY Account Application 
for Personal Accounts 

Page 1 of 7 

SenriceTeam 
National Service 

?ax ID Number of ths Estate Name of the Estate 

L DBcedwltS First Name Mlddle 

Supplemental Information Form. 
*A 'related perm" is defined as any advisoty affiliate or any person that Is under common control with your firm. See Form ADV fw additional infomtion. 

Oeceuent's Soda1 Security N W  

last SUffU 

MARGIN FEATURE 
Margin Feature will NOT be automatically added, unless you check below. 

0 Add Margin Feature to my account 

0 REGISTRATION select only one. 

@ lndividuai 0 Tsnants by the Entirety' 0 Conservatorship2 OCustodial (Section 10, optional) 

0 Joint Tenants with Rights of 0 Guardianship IlJnder Lswa of (State] 0 Communlty Property' 
Sufvlvorship 
0 Tenants in Common 

0 istat@ 

0 Community Property with 
Rights of Sunlvorshlpl 

[ Non-Deposit Investment Products: Not FDIC-Insured * No Bank Guarantee . May Lose Value I 
For Charles Schwub W only Accnunl Numbef __ . 

~ 

1922007 Charles Schweb & Co.. Inc. All nghts reserved. Membw SIPC. 
Schwdb Institutional Is a dlwslon of Charles Schwab & Co , Inc. FTAO2573 (07060070) APPi3582STA-17 (09/07) 
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issue Date Piaca of 15suance 

ACCOUNT HOLDER lNFORMATlON As required by federal law, Schwab will use the informarion provlded below to  verify p u r  identity. 
For information about Schwab's privacy policy. please refer to the attached Account Application &feement. 

Urprmtion Dale 

Account Holder/Minor/Wanl/Executor 

Employment Status 

@ Employed 0 Rebred 0 Self-Employed 0 Non-Employed 

Mailing Adorass (if UWerent from above: P.O. boxes flay be US&) 
Malllng Street Addre= (US. or NonU.S.1 I I 

Oaupatlon/Paltlon 

1 
Address Only 

1 1 L 1 I 

N0rrU.S. Address Only 
CW, Postal Code. Ortrer ICW""" I 

N~n4l.S. Address Only 
city. Postal Code, Other I 

I I 
mpardes. 

..I 
*Attach a written consent from your employer If employed by a securities firm. 

02007 Charles Schwab & Co.. Inc All rights reserved. Member SIX. 
Schwab lnsritutlonai I5 a division of Charles Schwab & Co.. Inc. FTA 02573 (07060970) APP13582STA-17 (09/07) 
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Additional Account Halder/CuatoUlan/Conservator/GuardlanJC 

Middle Last S&X Erst Name 

Are nu known by another name? (specify) Emall Address 

Home Street Address (no P.O. boxes, please)  

State up code Horns ~elephona Number ctw 
( ) .  

Dale of Birth Irnm/dd/yy/) Sacial Seclrrlty/Tax IO Number cwmy of Legal Residence 

OUSA 0 Other 

Coum~les) ol CnlzensNp (must IlS 811: If not a US. dtizen, Pleaas complete IdentlRcation Information bdaw) 

0 USA 0 Other 

ldentificath Type ( m p k t a  only if not a U.S. crthen) 
0 Passport 0 US.  Driver's License 0 U.S. Gov't issued ID 

Plam of Issuance issue oate Expiration m e  

0 Other 

identmcauon Nunbef 

EmpMyment Statws Occupgtlon /Position 

0 Employed 0 Retired 0 SelfEmployed 0 Non-Employed 

Employer Nane/mdustry (If s e l f ~ p b y o d .  lndkate nature of bU81nass) 

Buuness Address fno P.O. boxes. please1 
Bosirwss Street Address (US. or Non-U S.) 

f 
C.S. Address Only 

State ZID coda U.S. Buslness Telephone N&er 

0 
NokU.S Address Only 
city. Postal Code, Offier WUW Nott4J.S. liuslness feleplxne NumWr (cav*rycode) @nnbr) 

k 
I am emdoyed by, aMlIated with, or am eima a dlreclor or owner of one M 1 am a dlredor, 10% shareholder or policyinaklng offlar uf one ar me publkly MUed companies. I more securltres MS. I If yea. R s t  company name. I 
*Attach a written consent from your employer if employed by a securities firm. 

02007 Charles Schwab & Co., Inc. All righls resewed. Member SIX. 
Schwab Institutional is a ulvlslon of Charles Schwab & Co., lnc. FTAO2573 (07060970) APPl3582STA-17 (09/07) 
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@Bank Sweep Feature' 

nschwab Or& Interest Feature' 
..~ 

CHOOSE YOUR CASH RATURE 

Please select below one eligible Cash Feature tha t  m y  allow you to earn incorne on the free credit balances in your brokerage account (each, a "Cash 
Feature'). Eligibilky for each Cash Feature is indicated below. For additional Information on the eligibilltj' rules for, and important dlsclosures about. the 
various alternatives to earn Income on your cash, please see Schwab's Cash Feature disclosure statemnt. If you do not select a Cash Feature, select 
more than one Cash Feature, or select a Cash Feature for which you are not eligible, you instmct Schwatl io designate the Bank Sweep Feature as the 
Cash Feature for your account Schwab may make this designation without providing any advance notice to YW. 

lndlvlduals On19 

Ail Clients 
--- 

OSchwab AMT Tax-Free Money Fundm - Sweep Shares (SWXX) 

Schwab State-Specific (CA-SWCXX, MA-SWDXX, NJSWJXX, NY-SWNXX. PhSWEXX) 
Municipal Money Fund - Sweep Shares 

f k c h w a b  Municioal Monev Fund - Sweer, Shares'* ( S W  I AII Clients 

Ail Clients 

All Clients 

OSchwab Government Money Fund"' (SWGXX) 

OSchwab U.S. Treasuty Money Fund' (SWUXX) 

OSchwab Advisor Cash Reserves* - Sweep Shares (SW?XX) 

OSchwab Advisor Cash Reserves - Premier Sweep Shares (SWUCX) 

Clients with Household Balance' > $lCO,OOO 

Clients with Household Balance > $lOO.OOO 

Clients with Household Balance $500,000 

Clients wlth Household Balance > $1,OOO,Mx) 

Schwab Institutional offers electronic delivery of your account statements and trade confirmations. Once enrolled, you will receive notiflcatlons via emaii 
that your statements and confirmations are available ma Schwab's secure Web site. schwabalilance.com. Enrolling In enellvery may also quail@ you for 
lower online equjty trades. Please consult with your Investment Advisor and/or the Charles Schwab InstltuUonaP Pridng Guide for more pricing details. 
To being enrollment in eklivery, provide your email address below and Schwab InstrtuiioMl will send you an emall providing instructions on how to 
complete your enmllment and electronically consent to eDelivery via schwaballiance.com. 

@ZOO7 Charles Schwab & Co.. Inc. An rights resewed. Member SIPC. 
Schwab Institutional is a divislon of Charles Schwah & Co.. Inc. FTA 02673 (07064970) APP13582STA-17 (09/07) 
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Addltio~l Account Hddef Account Holder 

- 
Checking AdareSS (n0 P.O. bOXeS. PIWSe) 
Street Address ( U S .  or Non4.S.) 

U.S. Address Only 
CW state ZIP code 

NonU.S. Address Only 
CQ. Postel Code, Other Cauntcy 

Special lntormatw (If anv) 

- ,.-. 

CHECKING PREFERENCES 

Additional Account HolLr 

. 

0 1 0 2  - 
0 0  0 1  
Nwnber d Msa cards lleslred for AdQtionaI Account Holder 

C. 0 None 

~ Y w  must be a U S  resident or resident alien and have a U.S. mailing address to  open a Schwab Bank Investor Checking account. 
2Refer to  the Schwab Bank Deposit Account Priclng Guide for details. 
3Schwab Bank is an FDIC-insured depository lnstltution affiliated with Schwab. Funds deposited at Schwab Bank are insured by the Federal Deposit 
insurance Corporation (FOrC)' up to $100,000 when aggregated with all other deposits held by you in the same capacity at Schwab Bank. - AUTHORIZATIONS Piease initial all areas that apply to  this account. 

Any of these authorizations may be revoked by poviding notice to Schwab. Schwab may require that such notice be providea in writing. If more b n  one 
person is listed on the account, each Account Holder must initial Me authorizations granted below. (An 'X" is not sufficient.) 

Trading and Disbursement Authorlzatlon. 1 authorize Schwab (1) to execute 
trades in my account at the direction of IA as provided under the Trading AccoUn'Hotder Add7 Account Holder 

Authorization headlng In the attached Schwab One Account Application 
Agreement; (2) to disburse assets for investment purposes or to me 
personally. as instructed by IA; (3) to remit checks, wire funds and 
otherwise make disbursements of funds hejd iri the account (i) 
brokerdealers, investment companies or other financial institutions for 
credit to an account of identlcal registration, or (il) to me at my address of 
record. (Note: Thls option is not available for Estate, Guardianship or 
Conservatorship accounts.) 

Trading Autholizatlon. i authorize Schwab to execute trades in my account 
atthe direction Of IA as provided under the Trading Authorization heading in 

banks, 

Add'l A m n t  Holdef/ Add1 Account Holder/ 
w 

~ u n t  Holder/ 
Custodian/Erecum CoOuardisWCo-Erecutor CPGuardWbExecutor the attached Schwab One Account Application Agreement. 

--- I-_-- q@L- __I_____ _I 

/ -l_l Fee Payment Authorlzation. i authorize Schwab to pay i s tmen t  advisory 
Account HoMW and related fees to IA from my account in the amomt of IA's Instructions. Accouni Holder/ Add'l Account Holder/ 

Cuslodia~Executor Cc-Guardian/CoExecutor C&uardhn/CoExrcutor 

@2007 Charles Schwab & Co.. lm. All rights reserved. Member SIPC. 
Schwab institutional i5 a division of Charles M w a b  & Co., ha. f f A  02573 (0706-0970) APP13582STA-I7 [09/07) 
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ISSUER COMMUNICATIONS AND RELATED ACTlONS 

If you have granted your IA trading authority over your account, and your IA exercises investment discretion for YOU pursuant to an advisory contract, you 
can appoint your IA to be sent certain Issuer and issuer-related communications (proxies, tender offers, proposed mergers. rights offerings, exchange 
offers and warrants, among other things) that may require a voting decision or other action regarding investments held in your account. 
If you appoint your IA below, your IA will, regarding only those voting decisions or other action communicatlons sent to your IA: (i) be requested to Vote 
proxy ballots: (ii) be requested to provide instructions regarding corporate reorganizations and other corporate actions; and (ili) be sent certain 
prospectuses and annual reports and other communfcations. In these cases, you will be authorizing your IA to make all wtlng declsions and take all 
actions on your behalf. You will not be sent informational copies of these communications. 
Even if you appolnt your IA below, you may stifl be sent certain other Issuer and Issuer-related comnunicatlons regarding Investments held in your account. 
You agree that you will be responsible for providing Schwab any applicable instructlons or directions on those Items. 

Please select only one: 

0 Yes. I appoint my IA, and I wlll fulfill my responsibilities, as described above. 1 Instruct Schwab not to disclose my name, address and securities 
positions to any issuer of securlties heid in my account. 

No. I do not appoint my IA as described above. 1 wish to be sent ail issuer and issuer-related communications, make all voting decisions and take all 
actions described above. I understand that any issuer of securities held In my account may request that Schwab disclose to it my name, address and 
securities positions in that issuer. 

If you selected "No" above, please selekt one: 

MY LA @ Should / 0 should not be sent Informationel copies of any issuer or issuewelateti communications. 

If you do not select either "Yes" or "No" above, Schwab will deem you to have tndicated 'No." but informational copies of issuer and issuer-related 
communications may be sent to ywr IR 

AVWOR~ZATION TO WEN ACCOUNT 

By signing this Appkation, you acknowledge that you hove received and read a copy of the attached Application Agreement. whlch corltains a predisprte 
arbitration provision. You acknowledge that your signature slgnifles and constitutes your agreement that thls account and your relationship with Schwab 
will be gwemed by the Application Agreement and all incorporated egreenwnts and disclosures, including, but not limited to, the Schwab One- Account 
Agreement and the Charles Schwab Institutional* Pricing Guide, each as amended from time to time (the 'Agreement and Disclosures"). You understand 
there are fees associated with establishing, maintaining and engaging in transactions. 
If you have selected the margin feature, you acknowledge that securities securing loans from Schwab may be lent to  Schwab and lent by Sdhwab to 
others. You also acknowledge that if you trade "on margin.' you are borrowing money from Sctwab and that you understand the requirements and risks 
associated with margin borrowing as summarized In the Margin Disclosure Statement included with this Application. 
For purposes of thls Account Application and the attached Application Agreement, the terms "you," "your" and "Account Holder" refer to each person 
who signs tbis Aocount Application. The terms "we; "US: "our" and "Schwab" refer to Charles Schwab & Co.. Inc. 

I certlfy under penalty of pedury that (1) the number shown on this Application is my correct taxpayer number; (2) I am not subJect to back-up 
withholding because (a) I am exempt from back-up withholding, or (b) i have not been notified by the Internal Revenue Servlce (1RS) that I am subject. 
to backup withholding as a result of a fallurn to report all interest and dividends, or (c) the IRS has notifled me that I am no longer subject to back-up 
wlthholding; and (3) I am a U.S. person (including a US. resldent alien). (1 understand that if 1 have been notified by the IRS that I am subject to back-up 
withholding as a result of dividend or Interest underreporting and I have not received a notice from the IRS advklng me that bacltvp withholding is 
terminated, i must strike or cross out the Information contained In item 2 above.) The IRS does not requin my consent io any provision of thls document 
other than the certiflcatlon required to avoid back-up withholding. 

The Agreement wlth Schwab include6 a predspute arbitratlon dause. I acknowledge receipt of the predlspute arbitration clause contained In the Requlred 
Afbitratlon Disclosures and Arbltration Agreement sedlons. pages 1 and 2, of the Schwab One Account Application Agreement. 
All Account Holders must sign. Yollr slgnature(s) below will also selve as a signature card for checks and Visa. Plahum check card(s). 

62007 Charles Schwab & Co.. Im. All rights reserved. Member SIPC. 
Schmb Institutional Is a dlvision of Charles Schwab & Co., Inc. FTA 02573 (0706-0970) APP13582STA-17 (09/07) 
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ISSUER COMMUNICATIONS AND RELATED ACTIONS 

It you haw: granted your IA trading authority over your account, and your IA exercises investment discretion for you pursuant to an advlsory contract, you 
can appoint your IA to be sent certain issuer and Issuer-related communicatlons (proxies, tender offers, proposed mergers, rights offerings, exchange 
offers and warrants, among other things) that may require a voting decision or other action regarding investments held in your account 
If you appoint your IA below, your IA will. regarding oniythose votlng decisions or other action communications sent to'your IA: (i) be requested to vote 
proxy ballots: (ii) be requested to provide instructions regarding corporate reorganizations and other corporate actions: and (iii) be sent certain 
prospectuses and annual reports and other communications. In these cases, you will be authorizing your IA to  make all voting declslons and take all 
actions on your behalf. You wlil not be sent Informational copies of these communications. 
Even If you appoint your IA blow, you may still be sent certain other Issuer and Issuer-related communications regarding investments held in your account. 
You agree that you will be responsible for providing Schwab any applicable Instructions or directions on those items. 

Please select only one: 

0 Yes. I appoint my IA, and I will fulfill my responsibilities, as described abwe. I instruct Schwab not to disclose my name, address and securities 
positions to any issuer oi securities held in my account. 

No. I do not appoint my IA as described above. I wish to be sent all issuer and issuer-related communications, make all voting decisions and take all 
actions described above. I understand that any issuer o f  securitles held in my account may request that Schwab disclose to it my name, address and 
securities positions in that issuer. 

If you selected "No" above, please select one: 

My IA @ should / 0 should not be sent Informational coples of any issuer or issuer-related communications. 

If you do not setect either "Yes' or "No" above, Schwab will deem you to have indlcated "No," but informational Copies of issuer and issuer-related 
communications may be sent to your IA. 

AUTHORIZATION TO OPEN ACCOUNT 

By signlng this Applicatioq, you, acknowledge that you have received and read a copy of the akached Application Agreement. whlch contains a preaispcrte 
arbitration provision. You acknowledge that your slgnature slgnlfies and constitutes your agreement that this account and your relationship wlth Schwab 
will be governed by the Application Agreement and all Incorporated agreements and disclosures, including, but not. limited to, the Schwab h e e  Account 
Agreement and the Charles Schwab InstltuUonaP Pricing Gulde, each as amended from time to time (the 'Agreement and Msclosures'). You understand 
there are fees associated with establishing, maintaining and engaging in transactlons. 
If you have selected the margin feature, you acknowledge that securlties securing loans from Schwab may be lent t o  Schwab and lent by Schwab to 
others. YDu also acknowledge mat if you trade *on margin,' you are borrowlng money from Schwab and that you understand the requirements and risks 
associated wfth margin borrowing as summarized In the Margin Disclosure Statement included wlth this Application. 
For purposes of this Account Application and the attached Application Agreement; the terms 'you." "your' and "Account Holder" refer to each person 
who signs this Account Appllcation. m e  terms "we," *US.* "our" and "Schwab" refer to Charles Schwab & Co., Inc. 

I certtfy under penalty of perjury that (1) the number shown on this Applicatlon Is my correct taxpayer number; (2) I am not sub@t to back-up 
wlthholdlng because (a) I am exempt from back-up withholding, or (b) I have not been notified by the Internal Revenue Servlce (IRS) that I am subject 
to back-up wlthholding as a result of a failure to  report all Interest and dlvldends, or  (c) the IRS has notified me that I am no longer subject to back-up 
withholding and (3) I am a US. person (including a US. resident alien). (I understand that if I have been notified by the IRS that I am subject to back-up 
wlthholding as a result of dividend or interest undeneporUng and I have not recelved a notice from the IRS advising me that back-up withholding is 
terminated, 1 must strike or cross out the information contained In Item 2 above.) me IRS does not require my consent to any provision of this document 
other than the certification required to avold back-up withholding. 

The Agreement with Schwab includes a predlspute arbitration clause. I acknowledge receipt of the predlspute arbittation clause contained in the Requlred 
Arbitration Dlsclosures and Arbitration Agreement sections, pages 1 and 2, of the Schwab One Account Application Agreement 
All Account Holders must sign, Your signaturels) below will also serve as 8 signature card for checks and Visa* Platinum check card(s). 

Date 
Sipaura: Additional Accounl Hvlder/Custodian/C~u~diar\/Co-Executor Print Name ( ~ / d d / w ' )  

b 

P- Date 
Slgnature: Addtional Account H ~ d e r / C u s t o d r a n / C ~ u a r d i a ~ C ~ ~ c u t ~  aint Name (mm/dd/ww) 

02007 Charles Schwab & Co.. Inc. Ail fights reserved. Member SIPC. 
Schwab ln~tituticnal is a divlsion of Charles Schwab & Co., Inc FTA 02573 (070M)970) APPi3582STA-17 09/07) 
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Respondent: RICHARD SCHMERMAN 
Address: 5312 N 12TH ST 

STE 301 
PHOENIX, AZ ,85014 

Phone: 602-224-6040 
Email: R M S C H M E R ~ ~ ~ U N ~ E ~ P ~ N N E R S . C O ~  
Date Completed:200&10-21 11:47:42.173 

2008 Annual Compliance Questionnaire 

u4 Form updates 

I. Has your home address or business address changed in the last year? 
No 

2. In the past year have you been the subject of any oral or written customer complaints? 
No 

3. In the past year have you been involved in any type of regulatory inquiry or investigation (SEG, FINRA, and 
State)? 
No 

4. In the past year have you been sanctioned by a regulatory body (SEC, FINRA, or state)? 
NO 

5. In the past year have you been involved in any investment-related civil litigation, arbitration or administrative 
proceeding? 
No 

6. In the past year have any judgments or tax liens been entered against you? 
No 

7. In the past year have you or any organization that you controlled filed for voluntary bankruptcy or entered into a 
compromise with creditors? 
No 

8. in the past year have you ever been arrested, arraigned, charged or indicted for any criminal offense (except for 
minor traffic violations) 
NO 

9. Ln the past year have you been convicted of, or pled guilty or no contest to any felony? 
No 

IO.  In the past year have you been convicted of, or pled guilty or no contest to any misdemeanor involving 
investments, any investment-related business, fraud, false statements or omissions, wrongful taking of 
property, bribery, perjury, forgery, counterfeiting or extortion? 
No 

11. While associated with the firm, have you legally changed your name? 

ACC007711 
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TraX 

No 

Private Securities Transactions (Any product not offered by the firm, not listed on an exchange, etc.) 

1.1. If yes, List the firms that custody these accounts including the account registration and account number@) 
- Pershing Richard M. Schmerman 761-992124 Charles Schwab Richard M. Schrnerman 7868-1926 Smith Barney 

I Richard M. Schmerman 

Page 2 of 8 

I. while associated with the firm, have you engaged in any private securities transactions? 
NO 

Outside Securities Transactions 

I. Do you, your spouse, or any person that you provide financial support to have a brokerage account? 
Yes 

1.2. If yes, have you received approval from the United Planners' Compliance Department to maintain such 
account@)? 
YeS 

Sales Practices 

1. Do you provide your clients with a current prospectus prior to OT at the time of sale? 
Yes 

2. Do you circle, highlight, underline or otherwise alter any part of a prospectus before giving it to or discussing it 
with a client? 
NO 

3. Do you explain a variable product's fee structures, risks, long-term nature, surrender charges and other relevant 
information to all clients prior to or at the time of sale of a variable product? 
Yes 

4. Have you affected any annuity exchange where the policy that was surrendered was held less than 36 months? 
No 

5. In connection with sales of mutual funds, do you explain the difference between fund share classes (A, B and C )  
and the charges and fees associated with each? 
Yes 

6. In connection with the sale of mutual funds, do you explain the risks and long-term nature of the investment 
prior to or at the time of sale of the fund to the client? 
Yes 

7. Do you advise clients of mutual fund breakpoints and maintain documentation in your files evidencing that you 
have done so? 
Yes 

8. Have you purchased class 6 mutual fund shares for clients, with an aggregate total over $100,000 per 
household? 
No 

9. 
Have you purchased ctass C mutual fund shares for clients, with an aggregate total over $250,000 per 

ACC007712 
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household? 
No 

10. Do you recommend individual stocks or bonds to your clients? 
Yes 

10.1. If yes, do you conduct research on the securities you recommend? 
Yes 

10.1.1. If yes, list the sources of your research: 
- Trade Publications, investment Lettars, Business Periodicals, Individual Company Analysis, Brokerage Firm 
Publications 

I I. Do you exercise discretionary trading authority for any of your clienfs accounts? 
No 

12. Do you take steps to make sure that all securities products that you recommend to your clients are suitable in 
light of their investment objectives, financial situation and investment experience? 
Yes 

13. Do you limlt your discussion of investment company securities with cfients to the facts and information 
contained in the current prospectus for the products andlor other sales material for the products that is 
approved by United Planners'? 
Yes 

14. While associated with the firm, have you used or disseminated material insider infomation? 
No 

15. Have you ever signed another person's name to a document under any circumstance? 
No 

16. Have you ever obtained pre-signed documents from a client and completed the information at a later time? 
No 

17. While associated with the firm, have you guaranteed a client against ioss in connection with any securities 
transaction? 
No 

18. While associated with the firm, have you ever promised or paid money to a client in connection with a 
securities transaction? 
No 

19. While associated with the firm, have you solicited or accepted a loan from or made a loan to a client for any 
reason (other than accounts belonging to immediate family members whom you have disclosed to the firm)? 
No 

20. Wife associated with the firm, have you commingled your funds with a client's? 
No 

21. While associated with the firm, have you accepted a financial interest in or shared in any profits or losses in a 
client's account (other than accounts belonging to immediate family members whom you have disclosed to the 
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firm)? 
No 

22. While associated With the firm, have you shared commissions from any securities transaction for a client% 
account? 
NO 

23. Have you given or received a gift that is valued in excess of $100 annually? 
No 

24. Have you purchased shares of a Hot Issue (securities sold at a premium over the public offering price on the 
first day of trading) in an account in which you have a financial interest? 
No 

25. Do you sell penny stocks (Securities not listed on a major exchange and priced under $5)? 
NO 

26. Do you create and disseminate consolidated statements to clients (not including Albridge)? 
Yes 

26.1. If yes, has the format been approved by the United Planners' Compliance Deparlment? 
Yes 

27. Do you prepare financia! plans? 
YeS 

27.1. If yes, do you use financial software provided by a third party? 
No 

28. While associated with the firm, have you accepted a client's check made payable to you (or any entity or 
person associated with you) for a securities or insurance transaction? 
No 

29. While associated with the firm, have you accepted cash, a money order or 8; cashier's check from a client? 
No 

30. While associated with the firm, have you sold any security or insurance product to a client who resides in a 
state in which you are not licensed? 
No 

31. Please select the securities licenses that you currently hold: 
$7 

32. Do you verify that all product8 are on the United Planners' approved l i s t  prior to solicitation? 
Yes 

33. Do you sell Equity Index Annuities (EIA)? 
No 

Buslness Practices 

ACC007714 
FILEN314.5 

h~:11secure.reged.comiACQTraxlpCompl~~~o~.jsp?~d=lll34Ol&cid=24 10746&co ... 411 312010 



Page 5 of 8 

1 Do you ensure that all new account documents ( New Account Forms, trust documents, corporate resolutions, 
etc.), including appropriate disclosure and acknowledgement forms are fully and accurately completed prior to 
or at the time of opening a client's account? 
Y e s  

2. Do you promptly update client new account docurnentation in AFO when you learn of changes in a client's 
circumstances? 
Y es 

3. Do you verify and record each account owner's identification from an unexpired, government-issued photo ID 
for all new accounts? 
Yes 

4. Do you ensure the timely execution of orders to purchase or liquidate client securities? 
Yes 

5. Do you ensure that all customer checks and stock certificates are transmitted no later than the business day 
following the day on which they are received? 
Yes 

6. Do you record all applicable securities transactions on the Advisor Front Office Trade Blotter? 
Y8S 

7. Do you maintain complete client files, including copies of all order fonnslmemoranda, appllcetions, New 
Account Forms, checks, confirms, disclosure forms, statements, and notes for your securities clients? 
Y e s  

8. Do you maintain centralized files, including Correspondence, Advertising, CheckfSecurities Received Log? 
Yes 

9. Do you ensure that initial payments, premiums and other additional payments are only made by a check made 
payable to the product sponsor or clearing firm? 
YeS 

I O .  Do you ensure that all original documentation and payment for securities business are sent to your OSJ? 
Y e s  

11. Do you obtain appropriate documentation and disclosures in connection with a client's replacement of one 
insurance product for another? 
Yea 

12. Do you obtain an Investment Transfer Form from clients in connection with a transfer from one mutual fund or 
variable product for another (excluding transfers between funds within the spame fund family)? 
Yes 

13. Do you promptly deliver all issued variable product contracts to clients? 
NIA 

14. Do you provide copies of all documents signed by a customer to that customer for their records and maintain 
copies of those documents in your file in accordance with United Planners' procedures? 
Ysti 
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15. Do you have access to the FlNRA Manual in your office via the internet or in hard copy? 
Yes 

16. Do you conduct any municipal securities business (including 529 Plans)? 
Yes 

16.1. tf yes, do you have access to the MSRB Manual in your office, available online or in hard copy? 
Yes 

17. Do you have access to the United Planners' Policies and Procedures Manual online in your office or in a hard 
COPY? 
Yes 

18. Have you read and understand the United Planners' Policies and Procedures Manual? 
Yes 

19. Have you read and understand the Anti-Money Laundering procedures sat in place by United Planners'? 
Yes 

20. Do you have a Disaster Recovery Program in place? 
Yes 

20.1. If yes, does everyone in your branch office understand how to use this program in case of emergency? 
Yes 

21. Do you partkipate in cold calling? 
No 

22. Do you have any Non-Registered Assistants working for you? 
Yes 

22.1. If yes, please list their names: 
~ TrDy Vigil Amy L. Montaldo 

22.2. If yes, have you submitted fingerprint cards to the home office for all Non-Registered Assistants prior to 
granting them access to client information? 
Yes 

23. Have you had any Non-Registered Assistants cease working at your office within the last year? 
Yo6 

23.1. if yes, have you notified the Registration Department of the Non-Registered Assistant% termination? 
Yes 

24. Do you have any Registered Assistants that work in your office? 
NO 

Communications with the Public 
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1. Do you only use advertising or sales literature that has been approved by the firm's Compliance Department? 
Yes 

2. Is the address that you hold out to the public a Registered Branch Office with FINRA? 
Yes 

3. Are you only using business cards and letterhead that have been approved by the United Planners' Compliance 
Department? 
Yes 

4. While associated with the firm, have you used direct mail andlor mass mailing? 
No 

5. Do you use e-mail to communicate with your customers regarding securities or advisory services? 
Yes 

5.1. If yes, do you maintain copies of ail e-mail communications in hard copy in your correspondence file or in a 
designated electronic file on your computer? 
Yes 

6. Do you maintain a website that refers or relates to securities or advisory services? 
NO 

7. Have you published a Yellow Pages advertisement which makes reference to any security products or services? 
No 

8. Have you placed any advertisement or listing of your name on any Internet webpage or conducted any business 
on behalf of the firm over the Internet? 
No 

9. Do you have written procedures in place to handle incoming correspondence? 
Yes 

I O .  Do you have written procedures In place to handle outgoing correspondence? 
Yes 

Supervisory Responsibilities 

1. Are you an OSJ Manager? 
Yes 

1.1. If yes, do you have any Registered Representatives reporting to you? 
No 

1.2. f yes, do you have any Satellite Branch Offices reporting to you? 
No 

1.3. If yes, are you properly licensed to supervise all of the Representatives who report to you? 
YeS 
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1.4. If yes, are you registered in all the same states as your Representatives? 
YES 

1.5. If yes, do you review New Account Forms for all new accounts for representatives that report to you? 
Yes 

1.6. If yes, do you rbview all transactions processed by representatives that report to you? 
Yes 

1.7. If yes, do you have Signature Guarantee privileges? 
Yes 

1.7.1. If yes, do you only guarantee securities related documents for United Planners' clients with New Account 
Forms on file? 
YeS 

I .8. If yes, have there been any client complaints for any of the representatives under your supemision? 
No 

1.9. If yes, do you evidence review of the Daily Activity Log in AFO on a weekly basis? 
YeS 

1.10. If yes, do you evidence review of the Cross Posting Record In AFO on a monthly basis? 
Yes 

1.1 1. If yes, do you evidence review of the Client Holding Record in AFO on a monthly basis? 
YeS 

1.12. If yes, do you evidence review of the Checks and Securfties Received Log on a monthly basis? 
Yes 

1.13. If yes, do you review all incoming and outgoing correspondence including emails for your representatives? 
YeS 

2.14. Eyes, do you understand that you have the final responsibility and liability for your branch, even if you have 
delegated certain jobs to another registered person of the branch? 
Yes 

Designations 

1. Have you earned any professional designations such as C F W  or CLU? 
YCS 

1.1. If yes, please list all earned and active designations: 
- Certified Financial Planner Chartered Financial Consultant 

1.2. If yes, are any of the designations earned "Senior Centric"? 
NO 
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Respondent: RICHARD SCHMERMAN 
Address: 531 2 N 12TH ST 

STE 301 
PHOENIX, AZ I 85014 

Phone: 602-224-6040 
Email: ~ S C H M E R ~ N ~ U N I ~ D P ~ N N E R S . C ~ M  
Date Compieted:2008-10-21 11-56:06 913 

2008 Investment Advisory Questi nnaire 

2008 Investment Advisory Questionnaire 

I. Are you associated with the UPFSA Investment Adviser? 
Yes 

1.1. If yes, have you read and understand the UPFSA IA Policy and Procedures manual? 
Yes 

1.2. tf yes, have you read and understand the UPFSA Code of Ethics? 
Yes 

1.3. Do you, your spouse, or any penon that you provide financial support to have a personal brokerage account? 
Yes 

1.3.1. tf yes, do you provide the Compliance Department with a Quarterly Personal Transaction Report (QPTR) 
within 30 days of the end of the calendar quarter? 
Yes 

1.3.2. If yes, do you provide the Compliance Department with an Account Holding Page within the first 30 days of 
the calendar year? 
YeS 

1.3.3. If yes, list the firms that custody these accounts including the account registration and account number($). 
- Charles Schwa4 

1.4. Do you utilize discretion with any advisory accounts? 
No 

1.5. Do you compensate any solicitors? 
No 

3.8. Do you provide advisory or investment management services to accounts subject to ERISA (including 401(k) 
accounts)? 
Yes 

1.6.1. If yes, have you completed the UPFSA ERISA training program? 
No 
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1.7. Do you engage in aggregated (block} trading for accounts under management? 
Yes 

1.7.1. If yes, do you create a written allocation statement indicating the proposed allocation prior to the placing of 
the aggregated order? 
Yes 

1.7.2. If the aggregated trade is not filled by day-end, do you ensure that trades are allocated among your clients in 
accordance with UPFSA's allocation policy requiring a pro-rata allocation? 
Yes 

2. Are you an independent investment adviser? 
No 

3. What percentage of time do you spend conducting investment advisory activities? 
75-1 00% 

4. Do you custody any advisory accounts outside a Pershing IPLAN or UPLAN office range? 
YeS 

4.1. If yes, list the custodian and if the account is designahd as an advisory account. 
- SGhWb 
- Fidelity 

5. Do you use 3rd party money managers? 
No 

6. Please list total number of assets under management: 
- $23,000,000 

7. Do you maintain a liat of all advisory accounts? 
Yes 

7.1. Please list total number of accounts: 
- 325 

8. Do you maintaln a list of all terminated IA clients? 
YeS 

9. Do you maintain a list of all clients that have requested the Form ADV, the version sent, the date requested and 
the date sent? 
YeS 

10. Do you maintain a list of all clients that have requested a copy of the Privacy Policy and the date requested and 
sent? 
YeS 

11. Please check all items that relate to the investment advisory services that you offer: 
- Financial Planning 

ACC007720 
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- Investment Management 
-Tax Planning 
- Hourly Consulting 

12. Do you create consolidated statements or performance reports (not including Albridge)? 
YeS 

12.1. If yes, has the format been approved by the UPFSA Compliance Department? 
YeS 

13. Do you prepare financial plane? 
Yes 

13.1. If yes, do you use financial software provided by a third party? 
No 

Page 3 of3 
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Respondent: RICHARD SCHMERMAN 
Address: 531 2 N 12TH ST 

STE 301 
PHOENIX, AZ ,85014 

Phone: 602-224-6040 
Email: ~ S C H M E R ~ N ~ U N K E D P ~ ~ N E R S . C O M  
Date Completed:2009-12-14 14:O4:00.347 

2009 Annual Compliance Questionnaire 

U-4 Form Updates 

1. Has your home address or business address changed in the last year? 
N O  

2. In the past year have you been the subject of any oral or written customer complaints? 
No 

3. In the past year have you been involved in any type of regulatory inquiry or investigation (SEC, FINRA, and 
State)? 
No 

4. In the past year have you been sanctioned by a regulatory body (SEC, FINRA, or state)? 
No 

5. In the past year have you been involved in any investmentrelated civil litigation, arbitration or administrative 
proceeding? 
No 

6. In the past year have any judgments or tax liens been entered against you? 
No 

7. In the past year have you or any organization that you controlled filed for voluntary bankruptcy or entered into a 
compromise, with cmditors? 
No 

8, In the past year have you ever been arrested, arraigned, charged or indicted for any criminal offense (except for 
minor traffic violations)? 
No 

9. In the past year have you Men canvicted of, or pled guilty or no contest to any felony? 
No 

10. In the past year have you been convicted of, or pled guilt); or no contest to any misdemeanor involving 
investments, any investment-related business, fraud, false statements or omissions, wrongful taking of 
property, bribery, perjury, forgery, countesfeiting or extortion? 
No 

11. While associated with the firm, have you legally changed your name? 
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No 

Private Securities Transactions (Any product not offered by the firm, not listed on an exchange, etc.) 

1. While associated with the firm, have you engaged in any private securities transactions? 
No 

Outside Securities Transactions 

1. Do yout your spouse, or any person that you provide financial support to have a brokerage account? 
Yes 

1.1. If yes, List the fims that custody these accounts including the account registration and account number(s). 
- Charles Schwab Smith Barney 

1.2. If yes, have you received approval from the United Planners' Compliance Department to maintain such 
account(s)? 
Yes 

Sales Practices 

1. Do you provide your clients with a current prospectus prior to or at the time of sale? 
YeS 

2. Do you circle, highlight, underline or otherwise alter any part of a prospectus before giving it to or discussing it 
with a client? 
No 

3. Do you explain a variable product's fee structures, risks, long-term nature, surrender charges and other relevant 
information to all clients prior to or at the time of sale of a variable product? 
Yes 

4. Have you affected any annuity exchange where the poiicy that was surrendered was held less than 36 months? 
No 

5. In connection with sales of mutual funds, do you explain the difference between fund share classes (A, B and C) 
and the charges and fees associated with each? 
YeS 

6. In connection with the sale of mutual funds, do you explain the risks and long-term nature of the investment 
prior to or at the time of sale of the fund to the cllent? 
Yes 

7. Do you advise clients of mutual fund breakpoints and maintain documentation in your files evidencing that you 
have done so? 
Yes 

8. Have you purchased class B mutual fund share8 for clients, with an aggregate total over $100,000 per 
hOUsehOld? 
No 

9. Have you purchased class C mutual fund shares for clients, with an aggregate total over $250,000 per 
household? 
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NO 

10. Do you recommend individual stocks or bonds to your cIienb? 
Yes 

10.1, If yes, do you conduct research on the securities you recommend? 
YeS 

10.1 -1. If yes, list the sources of your research: 
- Trade Publications, investment Letters, Business PeriQdbXdS, lndividual Company Analysis, Brokerage Finn 
Publications 

11. Do you exercise discretionary trading authority for any of your client's accounts? 
No 

12. Do you take steps to make sure that all securities products that you recommend to your clients are suitable in 
light of their investment objectives, financial situation and investment experience? 
YeS 

13. While associated with the firm, have you used or disseminated material insider information? 
Ye6 

14. Have you ever signed another person's name to a document under any circumstance? 
No 

15. Have yo0 ever obtained pre-signed documents from a client and completed the information at a later time? 
No 

16. While associated with the firm, have you guaranteed a client against loss In connection with any securities 
transaction? 
No 

17. While associated with the firm, have you ever promised or paid money to a client in connection with a 
securities transaction? 
No 

18. While associated with the firm, have you solicited or accepted a loan from or made a loan to a client for any 
reason (other than accounts belonging to immediate family members whom you have disclosed to the firm)? 
N O  

19. While associated with the firm, have you commingled your funds with a client's funds? 
NO 

20. W i l e  associated with the firm, have you accepted a financial interest in or shared in any profits or losses in a 
client's account (other than accounts belonging to immediate famity members whom you have disclosed to the 
firm)? 
NO 

21. While associated with the firm, have you shared commissions from any securities transaction for a client's 
account? 
No 
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22. Have you given or received a gift that is valued in excess of $100 annually? 
No 

23. Have you purchased shares of a Hot Issue (securities sold at a premium over the public offering price on the 
first day of trading) in an account in which you have a financial interest? 
No 

24. Do you sell penny stocks (Securities not listed on a major exchange and priced under $5)? 
No 

25. Do you create and disseminate consolidated statements to clients (not including Albridge)? 
NO 

26. Do you prepare financial plans? 
Yes 

26.1. If yes, do you use financial software provided by a third party? 
No 

27. While associated with the firm, have you accepted a client% check made payable to you (or any entity or 
person associated with you) for a securities or insurance transaction? 
No 

28. While associated with the firm, have you accepted cash, a cashier's check in an amount under $10,000, or a 
money order from a client? 
N O  

29. While associated with the firm, have you sold any security or insurance product to a client who resides in a 
state in which you are not licensed? 
No 

30. Please select the securities licenses that you currently hold: 
57 

31. Do you verify that all products are on the United Planners' approved list prior to solicitation? 
Yes 

32. Do you s e l l  Equity Index Annuities (EM)? 
No 

Business Practices 

1. Do you ensure that all new account documents (Mew Account Forms, trust documents, corporate resolutions, 
etc.), including appropriate disclosure and acknowledgement forms are fully and accurately completed prior to 
or at the time of opening a client's account? 
Yes 

2. Do you promptly update client new account documentation in AFO when you learn of changes in a cl!ent"s 
circumstances? 
Yes 
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3. Do you verify and record each account owner's identification from an unexpired, government-issued photo ID 
for all new accounts? 
Yes 

4. Do you ensure the timely execution of orders to purchase or liquidate client securities? 
Yes 

5. Do you ensure that all customer checks and stock certificates are transmitted no iater than the business day 
following the day on which they are received? 
Yes 

6. Do you review the eBIotter exception report on a regular basis and ensure that all trades are being blottered 
correctly? 
Yes 

7. Do you maintain complete client files, including copies of all order formslmemoranda, applications, New 
Account Forms, checks, confirmsI disclosure forms, statements, and notes for your securities clients? 
Yes 

8. Do you maintain centralized files, including: CashlNon-cash Compensation, Complaint, Correspondence, 
Advertising, ChecWSecurities Received Log, Speaking Engagement etc.? 
YeS 

9. Do you ensure that initial payments, premiums and other additional payments are only made by a check made 
payable to the product sponsor or clearing firm? 
Yes 

10. Do you ensure that all original documentation and payment for securities business are sent to your 0553 
Yes 

11. Do you obtain appropriate documentation and disctosums in connection with a client's replacement of one 
insurance product for another (Annuity Comparison Form, Acknowledgement Form, etc.)? 
Yes 

12. Do you obtain an Investment Transfer Form in connection with a transfer from one investment company 
security to another (Le. mutual funds, variable annuities, DPPIREITS excluding transfers between funds within 
the same fund family)? 
Yes 

13. Do you promptly deliver all issued variable product contracts to clients? 
NIA 

14. Do you provide copies of ail documents signed by a customer to that customer for their records and maintain 
copies of those documents in your file in accordance with United Planners' procedures? 
Yes 

15. Do you have access to all regulatory manuals (FINRA, MSRB) and United Planners Policies and Procedures 
Manual? 
Yes 

16. Do you conduct any municipal securities business (including 529 Plans)? 
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Yes 

16.1. If yes, do you have this business reviewed by a Municipal Securities Principal? 
Yes 

Page 6 of 9 

17. Do you have access to the United Planners' Policies and Procedures Manual online in your office or in a hard 
COPY -? 
Yes 

18. Have you read and understand the United Planners' Policies and Procedures Manual? 
Yes 

19. Have you read and understand the Anti-Money Laundering procedures set in place by United Planners'? 
Yes 

20. Do you have a Disaster Recovery Program in place? 
Yf?S 

20.1. If yes, does everyone in your branch office understand how to use this program in case of emergency? 
YeS 

21. Do you participate in cold calling? 
No 

22. Do you have any Non-Registered Assistants working for you? 
YeS 

22.1. If yes, please list their names: 
-Amy Montaldo, Megan Smallwood 

22.2. If yes, have you submitted fingerprint cards to the home office for all Non-Registered Assistants prior to 
granting them access to client information? 
Yes 

23. Have you had any Nan-Registered Assistants cease working at your office within the last year? 
No 

24. Do you have any Registered Assistants that work in your office? 
No 

Communications with tfw Public 

I. Do you only use advertising or sales literature that has been approved by the firm's Compliance Department? 
YeS 

2. Is the address that you hold out to the public a Registered Branch Office with FINRA? 
Yes 

3. Are you only using business cards and lettertread that have b w n  approved by the United Planners' Comptiance 
Department? 
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Yes 

4. While associated with the firm, have you used direct mail andior mass mailing? 
No 

5. Do you use e-mail to communicate with your customers regarding securities or advisory services? 
Yes 

5.1. If yes, do you maintain copies of all email communications in hard copy in your correspondence file or in a 
designated electronic file on your computer? 
Yes 

5.2. Do you use an e-mail other than your United Planners e-maif address (excluding personal email)? 
No 

5.3. Is the independent email hosted by United Planners? 
No 

6. Do you maintain a website that refers or relates to securities or advisory services? 
No 

7. Have you published a Yellow Pages advertisement which makes reference to any security products or services? 
No 

8. Have you placed any advertisement or listing of your name on any Internet webpage or conducted any business 
on behalf of the firm over the Internet? 
No 

9. Do you have written procedures in place to handle incoming correspondence? 
Yes 

10. Do you have written procedures in place to handle outgoing correspondence? 
YeS 

Safeguarding Client Information 

1. Does your office maintain procedures preventing physical access to client information (Le. lockfng filing 
cabinets, office doors, building alarm etc.)? 
Yes 

2. Does your office maintain a "clean desk" policy whereby no client information Is left unattended or unsecured 
during non-business hours? 
No 

3. Do you share any office spacekommon areas with anyone not affiliated with United Planners? 
No 

4. Are all of your office internet connections, including wireless, adequately secure and encrypted to protect non- 
public client information? 
Yes 
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5. Do all office computers have passive password protection robust enough to prevent unwanted acc888 to non- 
public client information? 
YeS 

6. Are all other mobile storage devices such as USB Flash drive, portable hard drives, laptops, etc. encrypted and 
password protected to ensure security of non-pubfic client information? 
YeS 

7. Does your office utilize offsite storage for either physical or electronic book and records including client files? 
Yes 

7.1. If yes, does the third party have adequatr! security and encryption protocols designed to safeguard the 
integrity and privacy of non-public client information? 
Yes 

7.1.1. If yes, please list the names of all third party storage providers: 
- Ail State Storage Units 

Supervisory Responsibilities 

1. Are you an OSJ Manager? 
Yes 

I .I. If yes, do you have any Registered Representatives reporting to you? 
No 

1.2. If yes, do you have any Satellite Branch OffiGes repding to you? 
No 

1.3. If yes, are you properly licensed to supervise all of the Representatives who report to you? 
Yes 

I .4. If yes, are you registered in all the same states as your Representatives? 
Yes 

I .5. If yes, do you review the accuracy and integrity of all New Account Forma for representatives that report to 
you? 
Yes 

1.6. If yes, do you review all transactions processed by representatives that report to you? 
YeS 

1.7. If yes, do you have Signature Guarantee privileges? 
NO 

1.8. If yes, have there been any client compiaints for any of (he representatives under your supervision? 
No 

1.9. If yes, do you evidence review of the Daily Activity Log in AFO on a weekly basis? 
Yes 
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1.10. If yes, do you evidence review of the Cross Posting Record in AFO on a monthly basis? 
Yes 

1.11. If yes, do you evidence review of the Client Holding Record in AFO on a monthly basis? 
YeS 

1.12. If yes, do you evldence review of the Checks and Securities Received Log on a mortthly basis? 
Yes 

1.13. If yes, do you evidence review of all incoming and outgoing correspondence including ernails for your 
representatives? 
Yes 

I .14. If yes, do you understand that you have the final responsibility and liability for your branch, even if you have 
delegated certain jobs to another registered person of the branch? 
YeS 

Designations 

I. Have you earned any professional designations such as CFP@ or CLU? 
Yes 

'1.1. If yes, please list all earned and active designations: 
- CFP, ChFC 

1.2. If yes, are any of the designations earned "Senior Centric"? 
No 

Notes Section 

1. Do you have any comments to any of the answem that you made in this questionnaire? 
No 
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Respondent: RICHARD SCHMERMAN 
Address: 5312 N 12TH ST 

STE 301 
PHOENIX, AZ ,85014 

Phone: 602-224-6040 
Ernail: R M S C H M E R ~ ~ U N I T E ~ P ~ N N E R S . C O M  
Date Completed:2009-12-14 14:08 19.64 

2009 Investment Advisory Questidmaire 
2009 Investment Advisory Questionnaire 

1. Are you an Investment Advisory Representative of UPFSA's Registered Investment Advisor? 
Yes 

1.1. If y&, have you read and understand the UPFSA IA Policy and Procedures manual? 
Yes 

1.2. If yes, have you read and undemhnd the UPFSA Code of Ethics? 
Yes 

1.3. Do you, your spouse, or any person that you provide financial support to have a personal brokerage account? 
Yes 

4.3.1. If yes, do you provide the Compliance Department with a Quarterly Personal Transaction Report (QPTR) 
within SO days of the end of the calendar quarter? 
Yes 

1.3.2. If yes, do you provide the Compliance Department with an Account Holding Page within the first 30 days of 
the calendar year? 
Yes 

1.3.3. If yes, list the firms that custody these accounts including the account registration and account number@). 
- Charles Schwab 78681926 

1.4. Do you utilize discretion with any advisory accounts? 
No 

1.5. Do you compensate any solicitors? 
No 

1.6. Do you provide advisory or investment management services to accounts subject to ERISA (including 401(k) 
accounts)? 
Yes 

1.6.1. If yes, have you read, understood and complied with the ERISA policies and procedures as outlined in the 
United Planners IA Poiiciets and Procedures Manual? 
Yes 
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1.7. Do you engage in aggregated (block) trading for accounts under management? 
Yes 

1.7.1. If yes, do you create a written allocation statement indicating the proposed allocation prior to the placing of 
the aggregated order? 
YeS 

1.7.2. If the aggregated trade is not filled by day-end, do you m u f e  that trades are allocated among your clients in 
accordance with United Planners' allocation policy requiring a pro-rata allocation? 
Yes 

2 Are you affiliated with an independent Registered Investment Advisor? 
No 

3. Do you custody any advisory accounts outside a Pershing Advisory account range? 
Yes 

3.1. If yes, list the custodian. 
- SChWb 
- Fidelity 

4. Do you use third party money managers? 
No 

5. Please l i s t  total number of assets under management: 
- $20,000,000 

6. Do you maintain a list of all advisory accounts? 
Yes 

6.1. Please list total number of accounts: 
- 270 

7. Do you maintarn a fist of all terminated IA clients? 
Yes 

8. Do you maintain a list of all clients that have requested the Form ADV, the version sent, the date requested 8nd 
the date sent? 
Yes 

9. Do you maintain a list of all clients that have requested a copy of the Privacy Poiicy and the date requested and 
sent? 
Yes 

16. Please check all items that relate to the investment advisory services that you offer: 
- financial Planning 
- Investment Management 
- Tax Planning 
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- Hourly Consulting 

Page 3 of 3 

11. Do you create consolidated statements or performance reports (not including Albridge)? 
Yes 

11.1. If yes, has the format been approved by tile United Planners Compliance Department? 
Yes 

12. Do you prepare financial plans? 
Yes 

12.1. If yes, do you use financial software provided by a third party? 
No 
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LPL Financial 

November 3 0,20 10 

4828 Parkway Plaza Drive 
Charlotte, NC 28217 

800-277-7700 office 
980-321-1018 fax 

VIA FEDEX 
Mr. Phong (Paul) Huynh 
Staff Attorney 
Securities Division 
Arizona Corporation Commission 
1300 West Washington, Third Floor 
Phoenix, AZ 85007 

Re: Richard M. Schmerman, CRD# 1302988 

Dear Mr. Huynh: 

This letter shall be the response of LPL Financial LLC (“LPL”) to Arizona Corporation Commission, 
Securities Division, request letter, dated November 10,20 10, concerning the above-referenced matter. 
The responses below are organized in the same manner as your letter. 

1. All documents identihing the individuals and entities that are investment advisory 
clients of Schmerman anyor Diversified Financial PDF’?, including any individuals 
or entities in which you have discretionary trading authority. Include the name, 
address andphone number. 

Mr. Richard Schmerman was an independent Registered Investment Advisor, 
therefore his investment advisory business was not conducted through 
Mutual Service Corporation. 

2. All documents, contracts or agreements between any person or entity identirid in 
paragraph 1 and Schmerman and/or DF, including but not limited to account 
applications, services contracts, power of attorney, fee agreements and related 
documents; 

There are no responsive documents. 

3. Summary of accounts or account statements for allpersons or entities identirid in 
paragraph 1. 

There are no responsive documents. 

4. All documents and records related to any investigation of Mr. Schmermun including, 
but not limited to, any investigative reports, memoranda, bank statements and interview 
notes. 

There are no responsive documents. 

5. Correspondence and documents received from and provided to FINRA anct/or any 
en forcement agency. 

There are no responsive documents. 
FILM814 
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Phong (Paul) Huynh 
November 30,20 10 
Page 2 

4828 Parkway Plaza Drive 
Charlotte, NC 28217 

800-277-7700 office 
980-321-1018 fax 

6. All documents, reports, correspondence and_files concerning customer complaints. 

The Firm is not aware of any customer complaints relating to Mr. 
Schmerman. 

7. All Forms U4, US and U-6 amendments regarding Mr. Schmerman. 

Please see enclosed Exhibit A. 

8. The firm’s written supervisory procedures or manuals in effect at the time of the 
allegations for this activiv. Include copies of Mr. Schmerman ’s acknowledgement or 
receipt of such supervisory procedures or manuals, if applicable. 

The Firm is not aware of the referenced allegations. However, we have 
provided in Exhibit B a copy of the Compliance Manual and Written 
Supervisory Procedures in effect during Mr. Schmerman’s registration with 
Mutual Service Corporation. 

9. A copy of any written statements or responses obtained from Mr. Schmerman in 
regards to the allegations or complaints 

There are no responsive documents. 

IO. Copies of any examinations or audits performed by MSC on Mr. Schmerman. Include 
the date of the examination or audit, all related reports, documents and memoranda 
associated 

Please see enclosed Exhibit C, 

11. Copy of MSC’s examination or audit policyy if any, regarding associated investment 
advisory representatives in effect for the period of Mr. Schmerman ’s association with 
MSC. 

Please see Section 3.1, Branch and Internal Inspection, of the Written 
Supervisory Procedures dated 9/1/2007, in enclosed Exhibit B. 

If you have any questions regarding the foregoing, or if you require additional information in this 
regard, please feel free to contact me at 800-277-8802, ext. 4872. 

M r .  Regulatory Analyst 

Enclosures 

LPL Financial and UVEST Financial Services are affiliated organizations and members FINRA/SIPC 
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LPL Financial 

May 2,201 1 

4828 Parkway Plaza Driva 
Chartam, NC 28217 

800-277-7700 ~ f f i ~ ~  
980-321-1018 

VIA EMAIL (phuyrihh@azcc.gov) 
Mr. Phong (Paul) Huynh 
Staff Attorney 
Securities Division 
Arizona Corporation Commission 
1300 West Washington, Third Floor 
Phoenix, A2 85007 

Re: Richard M. Schmerman, CRD# 1302988 

Dear Mr, Huynh: 

This letter shall be the response of LPL Financial LLC (,,,PL”) to Arizona Corporation 
Commission’s request letter dated April 8,201 1, concerning the above-referenced matter. 

1. From January I ,  2055 topresent, please provide ail account opening documents and 
st&men& for RichmdM Schm (o/O/B - and account n u m b e m  
m124, 

Please see Exhibit A, A reasonable m h  was conducted to locate all requested 
documents. No responsive documents were withheld. 

2. Pleast? also provide a l&t of any and ali other accounts that are hi the n m e  of and/or 
control of Richard M. Schmerman for the timfrmie listed above. 

Please see Exhibit B. 

If yo1 have any questions regarding the foregoing, or if you require additional information in this 
regard, please feel free to contact me at 800-277-8802, ext. 4872. 

br, Reguiatory Analyst 

Enclosures 
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March 1 ,2008 I 
Richard I Schmeman * REP# 1Q 

copy of the Uniform Termination Notice (U-5 form) which was submitted to the 
Industry Regulatory Authority (FINRA) terminating your securities licenses with 

twice Corporation (MSC) effective as of 03/13/2008. This letter serves as official 
termination and to provide YOU with infomation that may be helphl in concluding 
affairs with MSC. 

0 ternination fee for the Form US processing with FTNRA. If we did not receive your 
of this filing, MSC will automatically debit your commissions. If you have any 

concerning this fee, please contact the Registration Department at extension 611. 

ctive date of your termination you may no longer present yourself as a representative or agent 
Yoit are obligated to inform your clients in writing that your association with this firm is 

ust immediately destroy and rcfxain fiom all advertising, business cards, and 
t imply a relationsMp with MSC. I f  you bsve a MSC signature guarantee stamp you 

it to the Registration Department 8s soon as you terminate from MSC, Ail 
on a permanent hold unless tbe home office bas received your stamp. Any 

your relationship to MSC when dealing with clients is a violation of securities 

llows 60 days, following the effective date of your termination, for you to transfer customer 
Pershing) to your new brokerdealer. Commissions received during the 60-day 

ill be held for an additional 30 days by MSC, offsetting any chargebacks and commission 
on which may occur during the transfer of accounts, Commissions received on trades 

mination wiIl not be accepted by MSC and will not be paid to you. The payout 
ill be applied to the commissions received will be the pay out rate in effect at termination 

chever is lower, You may continue 10 view your commission statement, updated daily, on 
site at www.mutualse~ice.com and make your final commission deposit at the end 

days. Commissions, including trail commissions and administrative sentice fees received after 
from your effective termination date will not be paid, Details regarding the payment of 

nt to termination may be found on page B.27 of MSC's Policies & Procedures 
Man 1. II 
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FORM U5 
ECURITZES INDUSTRY 

RICHARD SCHMERMAN 
Flrm CRD #: F l m  Name: Flrrn NFA t: 

MUTUAL SERVICE CORPORATION 
Indlvfduaf NFA t: Flrm Bllllng Code: 

490 

I li 
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termination Is requfred for full or partial termination, This date represents the actual date tha 

I 

tl Rev, Form US (lO/ZOc/s)l 

0 6. AFFILIATED FIRM TERMINATION I ]  

g Page and detakls regarding a proceeding on a Regulatory Adion Dlsclosure 

or did the Indfvlduaf plead guilty or nolo contendere ("no contest") In a domestlc, r 
ilftary court to a mlsdemeanor Involving: investments or an investment-related 

4US/CRD_FRN_ttrlUSVieHi~t.aspx?FR=O&ReENum=773 3 940576 1 1 DC3D ... 311 3,,b, I 

, 
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organlzatlon (other 
,S. Securities and 

c - 1  

r '  
2 .  

3, 

YES r 

c 4  
r r  n with Inveslment-re/ated statutes, regulations, rules or 

n Rev. Form US (l0/24 
n 8. SIGNATURE 

U5 flling must be made in this sectlon. 

effected by typing a name in the designated signature fleld. By typtng a nerr 
manual slgnature or an etectronlcaliy transmltted equlvafent. For purposes of an 

acknowledges and represents that the entry constitutes In every way, use, ar aspect, 

4US/CRD_FRM_U.QUSVie?~Hist.aspx?FR=O&Re~wn=7733940576 1 1 DC3D ... 3/13/2 
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Psrson to cmta 
JOANNE BROWN 

for further informaelon Telephone t# of person to contact 
561-835-4100 

No Information Filed I! 
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1natingmyOSJaff i l iat ionwithMutual  Service 
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MUTUAL SERVICE CORPORATION 
COMPLIANCE PROCEDURES MANUAL 

INTRODUCTION 

Mutual Service Corporation (MSC) is a registered brokeddealer and investment advisor whose 
activities are subject to the rules and regulations of the National Association of Securities Deal- 
ers (NASD), the Securities and Exchange Commission (SEC), and various state regulatory agen- 
cies. The securities and advisory services are carried out by MSC’s Registered Representatives 
(Representatives) and their supervisors. Every Representative is assigned to a Principal who may 
be an Office of Supervisory Jurisdiction (OSJ) Supervisor or a Home Office Supervisor. 

The purpose of this manual is to establish the procedures to be followed by the Representative in 
the execution of securities transactions. Thus, this manual is applicable to the functions of the 
Representative functions performed by an individual who is also an OSJ or Branch Manager. 

MSC’s Home Office is located at One Clearlake Centre, Suite 1700, 250 Australian Avenue 
South, West Palm Beach, FL 33401. The telephone number is 800-749-8900. The fax number is 
561 -835-1 920. The Web site - ww\~.mutualservice.com - contains many compliance resources. 

This manual, which is available through the MSC Web site, is subject to additional updates on a 
regular basis. 

As an MSC Representative, you are required to certify annually that you have reviewed the 
Compliance Manual and understand your responsibilities to comply with the established compli- 
ance procedures. Please read it carefully and often. Any questions about the Compliance Manual 
should be immediately directed to the MSC Compliance Department for clarification. 
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1.0 GENERAL COMPLIANCE REQUIREMENTS 

1.1 SUPERVISORY STRUCTURE 

Every Representative is assigned to a principal that is either an Office of Supervisory Jurisdiction 
(OSJ) Supervisor or a Home Office Securities Principal. Home Office Principals supervise the 
securities business of the OSJBranch Manager, and oversee the supervision responsibilities of 
all Registered Representatives. 

1.2 ANNUAL COMPLIANCE INTERVIEW 

MSC requires that Representatives be present at a compliance meeting each calendar year. Rep- 
resentatives have the opportunity to fulfill this requirement at compliance sessions conducted at 
approved Workshops and Conferences. In some cases, branch office compliance examinations 
may fulfill this requirement. Failure to comply with this requirement could be grounds for ter- 
mination of a Representative’s registration with MSC. It is every Representative’s responsibility 
to ensure that this NASD obligation is satisfied. Attendance is evidenced on sign-up sheets cir- 
culated at each meeting, and maintained by the Compliance Department. In certain circum- 
stances, this requirement may not be met, despite all reasonable efforts to complete the require- 
ment. In such circumstances, a request for a Waiver Form will need to be completed and ap- 
proved by the Compliance Department. All requests must be provided in writing to ensure that 
the proper review may be conducted. Representatives hired after July ISt are not required to ful- 
fill the Compliance Session requirement for that calendar year. 

1.3 CONTINUING EDUCATION PROGRAM 

All MSC Representatives are subject to the NASD continuing education (CE) program, which 
includes the NASD component (“Regulatory Element”) and the MSC component (“Firm Ele- 
ment”). 

A. Regulatory Element -The Regulatory Element focuses on compliance, regulatory, 
ethical, business, and sales practice standards. The requirement asserts that all Regis- 
tered Representatives participate in this computer-based training program, which 
employs a sequence of realistic situations and interactive instruction. The registra- 
tion section of this manual contains details regarding the Regulatory Element of 
Continuing Education. 

B. Firm Element - The Firm Element focuses on continuous, industry-related and su- 
pervisory training programs for Registered Representatives. The firm is required to 
conduct an annual analysis of their training needs in order to develop and implement 
appropriate training programs. Registered persons are currently required to complete 
a series of reading activities, interactive computer training programs, and workshops 
as detailed in the following. The Firm Element requirements may change each year 
based upon changes in regulations, product sales, and MSC’s Needs Analyses. 
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1. Ongoing - Designated continuing education and training articles provided by 
the firm should be read and retained. These materials should be maintained in 
the CE Reader section of the Policies & Procedures Manual. 

MSC requires a total of eight continuing education credits, which can be accom- 
plished in the following fashion. Registered Representatives are encouraged to 
take as much continuing education as possible. The following are only MSC’s 
Firm Element training requirements. 

a. MSC-sponsored meetinps. A minimum of three and a maximum of six of 
these credits can be obtained at MSC-sponsored events. Under the new 
format, MSC offers more credit opportunities in other meeting formats. 
SEI1 training courses. A minimum of two and a maximum of five of these 
credits count toward Firm Element. These training modules can be con- 
veniently taken via the Internet. 
Outside accredited affiliations. A maximum of three credits can be ob- 
tained through continuing education requirements fulfilled through CFP, 
CPA, ChFC, PACE, and state insurance license CEUs, with proper proof 
of completion supplied to MSC. 

b. 

c. 

Registered Representatives are required to meet both the Firm and Regulatory Elements of the 
Continuing Education Program requirements as a condition for continued registration. Failure to 
meet the specified requirements may result in withholding of commissions or termination of reg- 
istration with the firm. 

While every MSC Representative has the responsibility to complete all CE Firm Element re- 
quirements, in certain circumstances, a requirement may not be met despite all reasonable efforts 
to complete the requirement. In such circumstances, a Request of Waiver form will need to be 
completed and approved by the Compliance Department. All requests must be provided in writ- 
ing to ensure the proper review may be conducted. Representatives hired after July ISt are not 
required to fulfill the CE requirement for that year. 

The Firm considers business information to be valuable corporate assets. Employees are ex- 
pected to protect corporate information from unauthorized use, disclosure, destruction, and modi- 
fication. 

Computer system login IDS and passwords permit access to the Firm’s information systems, and 
identify the source of Firm transactions. Representatives must not disclose their IDS or pass- 
words. Many Representatives now use personal computers (PCs) in the course of their business 
activities. Representatives have an obligation to safeguard Firm data that resides on their PCs. 
This requires keeping sensitive or confidential information appropriately secured, and keeping 
current backups. Representatives must be cautious of computer viruses, which can be imported 
to a PC from diskettes or connection with outside sources. 

6 
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Representatives are permitted to communicate with customers via fax or electronic mail, but the 
requirements in Section 6.9 for prior review of outgoing correspondence must be met. 

1.5 SIGNATURE GUARANTEES AND SIGNATURES BY CLIENTS 

MSC is a member of the Securities Transfer Agents Medallion Program (STAMP). An 
OSJBranch Manager may apply for and utilize a Signature Guarantee Medallion. In some cases, 
non-OSJ representatives, that meet certain production levels and compliance standards, may re- 
quest a signature guarantee stamp. 

Signature Guarantees are essential to the transfer of securities. They are generally required by 
the fund companies for any change on a customer account, Signature guarantees are not the 
same as notarization, in that a signature guarantee carries along with it any financial liability, 
which may arise from the change being affected. In general, a guarantor warrants when guaran- 
teeing the signature of the owner, that (1) the signature is genuine, (2) the signer is appropriate 
person to endorse the security or originate the instruction, and (3) the signer has the legal capac- 
ity. 

This program does not allow for the optional request that Mutual Service Corporation per- 
form the function, however you are always free to make available the services of third par- 
ties such as a commercial bank who gladly perform the services. For Mutual Service Corpo- 
ration to perform this service will result in unnecessary delays in trade processing. The decision 
to allow a designee from each branch location to perform a signature guarantee is based on good 
business practice, and good compliance practice. 

Signature guarantee privileges are limited to certain mutual fund and variable annuity process- 
ing, including: 

0 

0 

0 

0 

0 

redemptions and liquidations which require signature guarantee, 
instructions for mutual find account transfers, 
instructions for IRA or qualified account transfers, 
request for a change of address on an account, and 
requests for a check to go to an address other than the address of record for the account. 

The following are the minimum criteria for authorizing the issuance of a signature guarantee 
stamp to be determined on a case-by-case basis. By being granted the use of a signature guaran- 
tee stamp, the OSJBranch Manager is agreeing to the following procedures in connection with 
the use of the signature guarantee stamp program. 

Procedures for Using a Signature Guarantee Stamp 

1. All items that are signature guaranteed must be recorded on the Signature Guarantee Log. 
2. A Separate file must be maintained with all copies of material on which signatures are guar- 

anteed. 
3. The guarantee stamp and its use us authorized to Branch Managers or a Compliance Desig- 

nee only. The stamp must be under control of the Branch Manager or a Compliance Desig- 
nee at all times and no one other person is to have access to it. The stamp must be kept in a 
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lockable storage space that offers protection against any unauthorized access. Unauthorized 
use will cause for immediate revocation of the privilege. 
DO NOT signature guarantee stock or bond certificates for Pershing transactions 
The person witnessing the signature may be required to affirm or testify to the fact they know 
the person whose signature was guaranteed and observed the signature of the document in the 
event there is a problem regarding the document. 
The signature must be witnessed on the document that has been guaranteed. The MSC Reg- 
istered Representative of record must witness the signature. In those branches where there is 
only a Branch Manager, an employee of the Branch Manager may witness the signature. 
Only documents related to Mutual Service Corporation business can be guaranteed and no 
others. This procedure is not intended to be and must not be used as a general service to all 
customers for any other reasons than securities related items. 
Any fees imposed by MSC will be paid at the time this stamp is issued. These include fees to 
cover the cost of the stamp, a pro-rata cost of the surety bond, which is required for the par- 
ticipation in the Securities Transfer Agent Medallion program (STAMP) and a nominal an- 
nual Administration fee. These fees will be mutually agreed upon at the time the stamp is is- 
sued. 
Continuation of the signature guarantee privilege is based upon compliance with these proce- 
dures and the results of review of the document at the annual or at any other branch inspec- 
tion. 

10. The stamp must be returned prior to the departure of the Branch Manager from association 
with Mutual Service Corporation. Mutual Service Corporation will sign no U-5 until the 
stamp has been returned. A delay in your U-5 and any existing commission can be avoided if 
the stamp is returned promptly. 

1 1. Unexplained loss for the stamp could result in action by Mutual Service Corporation, includ- 
ing termination for cause, should the circumstances warrant such. 

12. The medallion is good for an amount of up to $500,000.00. If the liquidation is for more 
than this amount, you will need to use separate letters totaling the amount over the 
$500,000.00 

13. Loss of the stamp will result in a $250 assessment. 

1.6 COMPLIANCE SURVEY 

The Compliance Survey is an annual requirement for each Registered Representative (including 
those on administrative waiver). The purpose of the survey is to: 

0 

0 

communicate with Representatives regarding regulatory and internal policies and procedures; 
veri@ certain information concerning registration with MSC; and 
determine if any business activities in a Representative’s practice could be a compliance vio- 
lation, which could cause future regulatory problems. 

The Representative’s signature on the survey (or attestation page) certifies that he or she under- 
stands and agrees to all statements provided on the form. If there is a conflict or false statement 
found on the survey, the Representative should provide a written explanation. If the Representa- 
tive does not have written approval for all of the activities the survey is disclosing, then it will be 
necessary to address those activities in writing to MSC’s Compliance Department. It is the Rep- 
resentative’s responsibility to make sure any activity in question has been submitted to the Com- 
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pliance Department for approval in writing, and that he or she receives a written approval or de- 
nial letter. The Compliance staff reviews surveys, and may contact the Representative if further 
clarification is necessary. Any questions arising from the survey should be communicated to the 
Compliance Department for clarification. Representatives hired after July lSt are not required to 
fiilfill the requirement to submit a survey for that year. 

1.7 DISCIPLINARY SANCTIONS 

In order to deter violations of securities laws and regulations and of Firm policy, and to promote 
adherence to high standard of commercial honor and just and equitable principles of trade, MSC 
has established internal disciplinary sanctions that may be assessed against the Representative in 
the event of such violations. 

Disciplinary sanctions may include one or more of the following: 

letter of caution, 
censure, 
requirement that Compliance Department approval be obtained before any transaction or cer- 
tain types of transactions are executed, 
“no more business” restrictions in specific accounts, 
withholding or forfeiture of commissions, 
prohibition against advertising, 
fine, 
suspension, 
removal from supervisory position, 
suspension from recruiting authority, 
additional education or training, and 
termination of registration with MSC 

Additional actions may be considered on a case-by-case basis by the Compliance Department. 

1.8 INDEPENDENT CONTRACTORS - COMMISSIONS PAYABLE 

A Representative is not an employee of MSC, but an independent contractor of MSC for the sale 
of financial products and securities. An independent contractor must conduct his business opera- 
tion within the guidelines of all applicable NASD, federal, and state securities rules and regula- 
tions, as well as MSC’s policies and procedures, regardless of this independent status. 

MSC is required to pay all commission checks directly to the individual Representative, 
and will not make commission payments to professional corporations or partnerships. A 
Representative may not, under any circumstances, have payments by Mutual Service Cor- 
poration deposited into a corporate, partnership, LLC, or other account not directly in the 
Representative’s name. No payroll taxes are withheld by MSC from the commissions. It is 
each Representative’s responsibility to file quarterly estimated tax returns, and to file and pay 
self-employment taxes with the annual tax return. Each Representative is also responsible for all 
state and local taxes, office lease obligations, and business and personal insurance. 
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2.00 REGISTRATION PROCEDURES 

2.1 CORPORATE REGISTRATION 

Mutual Service Corporation (MSC) is a registered brokeddealer and a member of the National 
Association of Securities Dealers Regulation, Inc. (NASD), the Municipal Securities Ruiemak- 
ing Board (MSRB), and the Securities Investors Protection Corporation (SIPC). In addition to its 
registration with the Securities and Exchange Commission (SEC), MSC is registered in all 50 
states and the District of Columbia. MSC is also registered as an Investment Advisor with the 
SEC. 

2.2 REGISTRATION ELIGIBILITY 

In order to be considered for initial registration, MSC requires that a Representative validate a 
minimum production level of $100,000 in gross commissions during the previous 12 months. 
This amount is subject to review and change. 

2.3 INITIAL REPRESENTATIVE REGISTRATION APPLICATION 

To be considered for registration, the individual must complete: 
0 aFonnU-4, 
0 a fingerprint card, 
0 

0 a Personal Data Sheet, 
0 an MSC Questionnaire, 
0 

0 

0 

a Consent Form for Pre-Hire, 

an MSC Outside Business Activity Questionnaire, 
an Agreement for Installment Commissions and Direct Deposit Form, and 
any other documentation deemed necessary. 

These completed forms, along with a check for the appropriate registration fees, should be sent 
to MSC. If an OSJ Principal is nominating the Representative for registration, the OSJ Principal 
and the Compliance Department conduct an initial review of the application for completeness 
and suitability. 

2.4 FINGERPRINT REQUIREMENT 

According to SEC Rule 17f-2, persons associated with MSC who handle checks, money, or 
original books and records, or who supervise such persons, must be fingerprinted at a local po- 
lice department. Keep in mind that this SEC Rule applies to the registered staff as well as the 
non-registered staff. The fingerprint cards should be submitted to MSC for processing. It is rec- 
ommend that all persons in a branch office, regardless of their duties, be fingerprinted because it 
offers a good background check. 
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2.5 BRANCH OFFICE REGISTRATION 

Each Registered Representative is assigned to a branch office. A Representative can only con- 
duct securities business from his assigned branch office as a Representative of Mutual Service 
Corporation. Each location from which a Registered Representative operates, that meets the 
NASD’s definition of a branch, should be registered with the NASD and, in most cases, the state 
securities agency as a branch office of Mutual Service Corporation. 

Each branch office is required to designate a Branch Office Compliance Representative who is 
responsible for limited oversight of compliance matters and serves as liaison between his branch 
office and the Compliance Department. 

Each registered branch office reports to either a field Office of Supervisory Jurisdiction (OSJ) 
office, or the home office. An OSJ branch office is supervised by an NASD Series 24 General 
Securities Principal. OSJ/Branch Managers are appointed by the Compliance Department after a 
review of the proposed principal. Each OSJ/Branch Manager receives a copy of MSC’s Branch 
Manager Procedures. The Principal must sign an acceptance of the Branch Manager Procedures 
before he is appointed. Each Principal agrees to adhere to these procedures, and enforce MSC’s 
policies in the supervision of the sales practices and activities of MSC Registered Representa- 
tives. 

2.6 NASD EXAMINATION QUALIFICATIONS 

The Representative must be properly qualified and licensed for the securities products being of- 
fered BEFORE any solicitations are made. The basic examinations available include: 

A. Sales Representative: 
1 .  Series 6 (Limited Securities Representative), which allows the Representative 

to transact business only in mutual funds, UTTs, and variable insurance prod- 
ucts. 
Series 7 (General Securities Representative), which enables the Representative 
to handle stocks, bonds, mutual funds, variable products, options, REITs, and 
direct participation programs transactions. 
Series 63 (Uniform Securities Agent State Law), which allows a Representa- 
tive to register in each state in which he may desire to conduct business. 

2. 

3 .  

Note: In order to sell variable insurance products, the Representative must maintain 
a variable insurance license, be appointed with the insurance company providing the 
product, and, in some instances, meet additional state insurance licensing require- 
ments. 

Representatives holding limited licenses (e.g., Series 6) can only handle business 
within the scope permitted by that particular exam. For example, a Series 6 Repre- 
sentative must restrict his activity to investment company and variable contract 
products; such a Representative may not engage in any activities involving clients 
concerning stocks, bonds, options, etc. 
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B. Supervisory Examination -- Completion of the Series 24 (General Securities Princi- 
pal) exam allows the Representative to handle supervisory responsibilities at branch 
office locations. In order to take this examination, the Representative must first regis- 
ter as a General Securities Representative (Series 7). Representatives who wish to as- 
sume supervisory functions as a principal must first apply to the MSC Compliance 
Department for authorization. 

C. Investment Advisor Law Examination -- Completion of either the Series 65 or Se- 
ries 66 exam is required by some states before a Representative may be registered as 
an investment advisor. 

D. Insurance Registration and Appointment -- In order to conduct insurance busi- 
ness, a Representative must: 
0 Pass the appropriate state insurance examinations and be licensed for insurance 

sales in the states where the branch is located, and where the customer’s insurance 
application is signed and customer is domiciled. 

0 Be properly appointed by the insurance carrier whose product will be sold. 
Have a valid state license from each appropriate state for each type of insurance to 
be sold. Most states issue three types of insurance licenses: life license, accident 
and health, and variable annuity. 

State authorities require a variable annuity insurance license before a Representative 
can sell variable products. To qualify for a variable contract insurance license, the 
Representative must have a life or life and disability license, in addition to (at a 
minimum) the NASD Series 6 examination. 

MSC’s Registration Department will: 
Assist with Licensing corporate/agency with states where business is 
conducted; 
Assist with appointing corporate/agency with the insurance carrier 
represented; 
Provide information on the MSC website for representative insurance 
with individual appointment; 
Renew corporate/agency and agent licenses and appointments on a 
timely basis. 

Once a Representative’s Qualification Examination has been scheduled, he must successfully 
complete the exam within four months. In the event that a Representative fails to pass an ex- 
amination or allows the four-month period to expire, additional fees are required for reschedul- 
ing. Furthermore, if a Representative fails to pass an exam, he must wait 30 days before re- 
scheduling the exam. Failure to pass an examination on the third attempt may be grounds for 
term ination of registration. 

2.7 EXAMINATION FEES 

MSC requires that a Representative reimburse the company for all registration or examination 
fees that are incurred on the Representative’s behalf. Whenever possible, the Representative is 
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informed of the requirement for reimbursement prior to the expense being incurred, and the Rep- 
resentative is expected to remit payment promptly. If the obligation is not satisfied promptly, 
MSC reserves the right to offset any unsatisfied reimbursement request against a Representa- 
tive’s commissions. 

2.8 STATE REGISTRATION REQUIREMENTS 

MSC is currently licensed to sell securities in all 50 states and the District of Columbia. All but 
the following states require that a Representative pass the Series 63 examination (subject to 
change at any time): 

Colorado Louisiana New Jersey 
District of Columbia Maine Ohio 
Florida Maryland Vermont 

I 

Since Representatives tend to transact business with clients located in more than one state, it is 
strongly recommended that each Representative complete the Uniform Securities Agent State 
Law Examination (Series 63). This examination is required in many of the states in which MSC 
is registered, and often is required when a Representative elects to license in several states. 

Securities laws require that a Representative be licensed in the client’s state of residence before 
any solicitation may be made. It is imperative that a Representative be properly registered in all 
states in which he conducts business. A Representative cannot effect transactions or solicit busi- 
ness in any jurisdiction until receiving written notice of effective registration in that jurisdiction. 
Violations are not tolerated. For verification purposes, a copy of the Representative’s CRD 
status can be obtained by calling the Registration & Licensing Department. No account is to be 
opened nor a transaction order entered for a customer in a state where the Representative is not 
properly registered. It should be kept in mind that it takes approximately three days to process a 
Representative’s state registration request. State registration fees are not pro-rated for registra- 
tions added mid-year. 

Failure to properly register in the client’s state of residence may result in legal action by the cli- 
ent and subject the Representative to regulatory action by state authorities, including trade revo- 
cation. 

When a state approves a product for sale, the product is generally said to be “Blue Skyed.” A 
Representative may not enter an order to sell a product unless the product has been blue skyed in 
the customer’s state of residence. It should also be understood that the solicitation of a product 
in a state in which it has not been blue skyed represents a violation of state securities regulations, 
and is prohibited by MSC. Securities listed on the New York and American Exchanges and 
those traded actively in the NASDAQ Over-the-counter market generally present no blue-sky 
problems. It is the Representative’s responsibility to veri@ that a security has been approved for 
sale in the state prior to soliciting transactions. 

Questions regarding MSC’s or a Representative’s state registration should be directed to MSC’s 
Registration & Licensing Department. 
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2.9 BACKGROUND INVESTIGATIONS 

MSC conducts a background and a credit check on each individual who applies for association 
with MSC. This review includes, but is not limited to, the inspection of CRD records, adminis- 
trative actions, customer complaints, arbitration filings, and judgmentdliens by a court of law. 
In addition, a credit inquiry is run through a national credit bureau for a review of credit history. 
Other business affiliations and activities are also reviewed. The Compliance Department, which 
conducts this review, may ask for additional information or material, and recommend any 
heightened supervision that may be necessary. 

In light of this position, each affirmative answer on page 3 of Form U-4 is scrutinized very 
closely. A thorough investigation of each “yes” answer on page 3 of Form U-4 is conducted 
prior to submission of the application to the NASD. MSC may request supporting documenta- 
tion relating to the incident. Based upon the outcome of the investigation, an applicant may be 
denied registration. MSC may refund all unused registration fees to the applicant. An applicant 
is not normally approved for registration if: 
0 

0 

0 

0 

0 

0 

0 

0 

The applicant is presently involved in a bankruptcy; 
The applicant’s method of business is not compatible with MSC; 
The applicant has a substantial negative credit history that may include unsatisfied liens, 
judgments, etc.; 
The applicant has a history of customer complaints; 
The applicant is under current investigation by a court of law, regulatory agency or gov- 
ernmental body; 
The applicant has a “discharged” bankruptcy related to investment issues; 
The applicant has a record with a felony conviction; and/or 
The review staff decides that the applicant is not a suitable candidate for registration with 
MSC. 

2.10 NEW REPRESENTATIVES 

MSC notifies a Representative when his registration has been approved. Under no circumstances 
may a Representative offer securities through MSC, or hold himself out as an MSC Registered 
Representative, prior to receipt of this notification. 

The Representative is assigned a Representative number and a branch number, both of which 
should be placed on all new business and change of information forms. 

2.11 RENEWALS 

Generally, individual and branch registrations expire on December 31 and must be renewed. 
Each Registered Representative incurs certain annual registration renewal fees, which are usually 
due on December 1. These fees include, but are not limited to, an NASD fee, a fidelity bond fee, 
a state(s) registration fee, and a branch office fee. If MSC’s annual production requirement has 
not been met, an “additional” fee may be assessed. To avoid registration termination, the re- 
newal fees must be paid on or prior to the due date. Representatives who have demonstrated an 
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inability to meet MSC’s minimum production requirement are subject to termination, and receive 
a termination notice instead of a renewal notice. 

2.12 LIMITATIONS ON ACTIVITIES OF UNREGISTERED PERSONNEL 

Secretaries, sales assistants, and order clerks are not required to be registered if they limit their 
activities to: 
0 extending invitations to MSC-sponsored events at which any substantive presentation and 

account order solicitation will be conducted by appropriately registered personnel; 
0 inquiring whether the prospect wishes to receive investment literature from the MSC office; 
0 inquiring whether the prospect wishes to discuss investments with a registered Representa- 

tive; and 
0 calling the client to report executions or quotations. 

Activities prohibited for non-registered personnel are: 
0 taking orders requiring judgment on their part; 
0 soliciting accounts; 
0 opening new accounts, except that they may provide customers with the required forms and 

assist with filling in data; 
0 providing investment information or advice; 
0 commenting in any way on the market or specific securities or strategies; 
0 receiving compensation related to business handled; 
0 using business cards as a company Representative soliciting securities business; 
0 qualifying the client for a particular investment; and 
0 engaging in any activity that is generally performed by a registered Representative. 

2.13 TERMINATION 

A Representative may terminate his registration with MSC by submitting a Letter of Resignation, 
along with a NASD termination fee of $500. Branch managers and OSJ supervisors need to 
promptly noti@ MSC of any Representatives who are no longer associated with their branch of- 
fice so that their MSC registration can be terminated. 

A Representative must register with another firm within two years from the effective date of 
termination in order to avoid re-examination requirements. 

After termination, it is a violation of securities regulations to continue to offer securities through, 
or for a Representative to represent himself as being registered with, MSC. Business cards, let- 
terhead, advertisements, and signs in the branch office must be discontinued and destroyed, 
where applicable. It is necessary for the Representative to immediately notify securities custom- 
ers that he is no longer affiliated with MSC. 

MSC permits the Representative to transfer his customer accounts within 45 days of his effective 
termination date with MSC. MSC’s Operations Department can supply further information. 
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The Representative is responsible for notifying all correspondents of the change of address. 
MSC forwards mail for 30 days, after which such mail forwarding is discontinued. 

2.14 ERRORS & OMISSIONS INSURANCE 

MSC Representatives must be covered under MSC’s Errors & Omissions insurance policy. 
MSC may make exceptions to this policy for those Representatives who work in a strictly admin- 
istrative capacity. The Registration & Licensing Department should be contacted to apply for 
“administrative waiver” status, to obtain the correct registration fee amount, and to review a copy 
of the Agreement. 

Waivers are granted to licensed Representatives whose sole purpose for registering with MSC is 
to provide administrative support to a Representative, or group of Representatives, actively en- 
gaged in conducting securities or insurance transactions through MSC. Those granted adminis- 
trative waivers are not permitted to offer, sell, or provide investment advice to clients. MSC 
permits one administrative Representative waiver per branch office, unless otherwise approved 
by MSC. 

If approved, an Administrative Waiver Agreement must be executed by the person applying for 
the waiver and the producing Representative and/or OSJ Branch Manager, and submitted to the 
Registration & Licensing Department. This waiver does not exempt an Administrative Repre- 
sentative from the applicable registration fees or renewal fees or from the CE and compliance 
session requirements. 

2.15 COMMODITIES 

MSC is not registered as a commodities futures merchant and, therefore, does not accept com- 
modity accounts or orders. Commodities activity by MSC Representatives is not allowed. If a 
Representative wishes to conduct a commodity business, even on a limited basis, he must first 
contact MSC’s Compliance Department and outline (in writing) the method in which he pro- 
poses to conduct said business. A Representative must receive advance written approval from 
the Compliance Department before engaging in any such business activity. 

2.16 DUAL LICENSING POLICY 

MSC does not allow dual licensing/registration. The only exceptions are cases in which Regis- 
tered Representatives are required by their major insurance affiliate to remain licensed with the 
insurance brokeddealer in order to maintain their insurance affiliation and will be granted or de- 
nied on a case-by-case basis. The dual licensing shall be for variable products only. To com- 
plete a dual registration, the other brokerjdealer must sign the MSC standard dual registration 
letter stipulating that they will supervise the Registered Representative’s activities with respect to 
the sale of securities placed through their firm. 

2.17 VARIABLE INSURANCE SERVICES (VIS) 

This limited license through MSC is intended to give those Representatives who wish to offer for 
sale Pacific Life Insurance Companies (PL) products, who may not qualifL for a full license with 
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MSC, the ability to offer PL products through a PL branch office. Representatives with a VIS 
contract may only offer for sale PL’s variable life and annuity products. VIS Representatives are 
assessed an annual fee which is added to their year-end registration renewal fees. PL reimburses 
those Representatives who produce $100,000 in commissionable premium during the year or 
produce $15,000 paid first-year annualized target variable life premium. VIS Representatives 
seeking reimbursement need to contact PL upon receipt of their renewal statement. PL also re- 
funds the E&O fee assessed by MSC if the Representative has duplicate coverage through an- 
other brokeddealer. PL should be contacted for further information on receiving these refunds. 

2.18 INVESTMENT ADVISORY REGISTRATION 

A Registered Representative is prohibited from performing investment advisory services, unless 
he is registered as an investment advisor or is employed by a registered investment advisor and 
acts within the scope of that relationship. Any Representative holding himself out to the public 
as a financial planner/advisor, regardless of whether compensation is directly or indirectly re- 
ceived for such planning or advisory services, meet the definition of “investment advisor” under 
the Investment Advisers Act of 1940 and is, therefore, required to register with the SEC as an 
investment advisor. Various states also have stringent requirements regarding Investment Advi- 
sor registration. Contact MSC’s Compliance Department for specific state and federal require- 
ments. Any Representative considering registering as an advisor must first discuss his plans with 
MSC’s Advisory Services Department and Compliance Department and send copies of all pro- 
posed materials (Le., ADV Form, brochure, financial contract, etc.) to the Compliance Depart- 
ment for review and approval. 

Investment advisory registration with the SEC or individual states is separate from the Represen- 
tative’s MSC securities agent registration. This additional registration may be called for when a 
Representative either presents himself or his business as offering financial planning and/or in- 
vestment advisory services, or his services are compensated by fees. 

MSC Representatives may be registered as investment advisory agent of MSC if they wish to 
offer a limited advisory service to the client. MSC’s ADV is clear as to which services may be 
offered. MSC advisory agent registration is separate from securities registration. 

MSC Representatives who wish to conduct other advisory services, such as general financial 
planning and other asset management services, should independently register with the SEC 
and/or state(s) as investment advisors. Such Representatives must provide the MSC Compliance 
Department with copies of their draft ADV and customer contract for review. 

Some activities conducted by independent investment advisors fall under MSC’s supervisory ju- 
risdiction. Thus, fees earned by the independent investment advisor may have to be shared with 
MSC. This is determined by supervisory requirements and responsibilities imposed on MSC by 
various regulators. When new advisory services are planned, the Representative should sum up 
the proposed service in a letter to the Compliance Department for approval and determination of 
fee sharing requirements. The section on outside business activities contains further information. 
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2.19 NASD CONTINUING EDUCATION PROGRAM 

All MSC Representatives are subject to the NASD continuing education (CE) program, which 
includes the MSC component (“Firm Element”) and the NASD component (“Regulatory Ele- 
ment”). 

A. Regulatory Element - The Regulatory Element focuses on compliance, regulatory, 
ethical, business, and sales practice standards. The requirement asserts that all regis- 
tered Representatives participate in this computer-based training program that em- 
ploys a sequence of realistic situations and interactive instruction. Upon the NASD’s 
notification to the firm, the firm will contact the Representative in writing. 

1. Registered Representatives and Principals are required to complete the Regula- 
tory Element within 120 days of the second anniversary date of their initial 
NASD registration and every three years thereafter throughout their careers or 
as otherwise prescribed by the Association. 
Effective July 1 ,  1998, there is a one-time grandfather provision for the Regula- 
tory Element for those persons who have been registered with the Association 
for more than ten years (ten years prior to July 1, 1998) and have not been sub- 
ject to significant disciplinary action. Furthermore, a registered principal who 
has been registered in this capacity for more than ten years shall be covered by 
this one-time provision provided he has not been subject within the last ten 
years to any disciplinary action. 
A registered person who has been the subject of significant disciplinary action 
or is ordered by a state securities regulator, a self-regulatory organization, the 
SEC, or the firm, may be required to re-enter the Regulatory Element training. 
A person who has been registered as a principal for less than ten years (and has 
been registered in a non-principal capacity for more than ten years or considered 
“graduated” as of July I ,  1998) will be required to re-enter the Regulatory Ele- 
ment. A registered person who maintains any principal registration will be re- 
quired to continue the Regulatory Element for as long as he maintains such 
principal registration. A person’s anniversary date will be based on the date of 
his initial securities registration, not his principal registration. 

2. 

3.  

4. Any Representative who does not satisfL the Regulatory Element requirements 
within the specified time will be subject to termination. This means that he may 
not perform or be paid for activities that require securities registration. Anyone 
with an inactive registration for two years must reapply for registration and 
meet the qualification requirement of the applicable provision of the rule 1020 
series and the rule 1030 series. 
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3.0 OPENING NEW ACCOUNTS 

3.1 NEW ACCOUNT APPLICATION 

Representatives are responsible for obtaining suitability data compiled in the format of the New 
Account Form and entered electronically into the Advisor On-Line program prior to entering 
orders for the accounts. The information must be supplied in its entirety and signed by the Rep- 
resentative. Page 2 of the Arbitration Agreement and W-9 for the client’s signature are then 
automatically printed from Advisor On-Line. These forms are required to be signed by the client 
and submitted to the Home Office. It is strongly suggested that the client sign page 1 of the New 
Account form as verification of the data supplied for suitability. Page 1 and 2 should be main- 
tained in the client’s file. On, at least, a bi-annual basis, new account information should be re- 
viewed and updated on Advisor On-Line. Advisor On-Line will not allow the completion of the 
Form unless required fields are entered, including name, address, date of birth, tax ID or social 
security number, and all suitability information. 

Advisor On-Line downloads account data to the OSJBranch Manager and/or Home Ofice for 
principal review and approval. A daily blotter of accounts opened is printed, providing all the 
data entered. The OSJ/Branch Manager should maintain the approved blotter. 

When multiple accounts exist under different registrations (e.g., individual, IRA, trust, joint, 
etc.), separate New Account Forms should be completed for every registration. 

3.2 WELCOME LETTER 

Amendments to SEC Rule 17a-3, requires MSC to verify customer account information 
to clients and provide clients with definitions of investment objectives. MSC complies with this 
rule through the use of a Welcome Letter that verifies client information. The Welcome Letter 
will print out at the representative’s office at the time of entry of client’s new account. It is the 
responsibility of the representative to provide this letter to the client either physically or by mail. 
MSC Home Office will be responsible for providing a letter to clients when information regard- 
ing address changes or suitability information is changed on the new account data. 

The representative should evidence that this letter is given to the client by, at a minimum, 
keeping a copy. If a client contacts the representative because of inaccuracies in the new 
account information, the representative should immediately change that information 
through Advisor Online. 

Within the required time periods designated by the NASD, account data will also be verified 
to the client by way of a mailing from the home office. 

The Welcome Letter includes other required disclosures on: 
1. Payment procedures; 
2. Order routing; 
3 .  Privacy policy; and 
4. Contact information 

05/17/05 

ACC002309 
FILE#8145 

19 



' 

MUTUAL SERVICE CORPORATION 
COMPLIANCE PROCEDURES MANUAL 

3.3 ESSENTIAL INFORMATION 

Essential facts about a customer are required elements on the New Account Form. This data is 
entered into Advisor On-Line and used in normal trade review, as well as exception reporting, 
and serves as a basis to determine the suitability of transactions. Therefore it is important that all 
account data be accurate and current. 

a. 

b. 

C. 

d. 

e. 

f. 

g- 

h. 

1. 

Name and Address -account titles not permitted are: 
As Agent For 
Attorney In Fact or Power of Attorney 
DBA (Doing Business As) 
Joint Venture 

Post office Boxes alone are not acceptable. 

Employee Related: Yes No 

Social Security Account Number or Tax ID Number - a tax ID number must be proved 
and the W-9 signed by the client must be on file. If the customer does not supply the TIN 
within 60 days, the account will be coded "No More Business," unless another W-9 Form 
is submitted. 

Citizenship - If the client resides in a foreign country, the Money Laundering Section of 
this manual should be referred to. 

Date of Birth 

Marital Status 

Approximate Annual Income - the approximate annual income of the account owners. 
For accounts with more than one owner, the combined annual income for all owners 
should be entered. For trust accounts, the information will be based on the grantor of the 
trust. For minor accounts, the information will be based on the custodian. 

Net Worth - net worth of all account owners. If there is more than one account owner, 
the net worth of all parties should be combined. For trust accounts, the information will 
be based on the grantor of the trust. For minor accounts, the information will be based on 
the custodian on the account. 

Investment Objectives and Risk Tolerance - the customer must select one of the follow- 
ing objectives: 

0 

0 

Growth - Capital appreciation over the long term, involves intermediate to high risk. 
Tax Reduction - Conservative portfolio (usually bonds and fixed income), involves 
low risk. 
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0 

0 

0 

Growth & Income - Balanced Portfolio; risk of capital appreciation offset by consis- 
tent dividend payment, involves intermediate risk. 
Aggressive Growth - Increased capital appreciation with acceptance of greater mar- 
ket risk, involves high risk. 
Income - Seeks income through dividends or interest while attempting preservation 
of principal, involves low risk. 

j .  Investment Experience - how knowledgeable the client is in the overall investment mar- 
ket. 
None - No prior investment experience. 
Limited - Beginning investor, limited knowledge of market instruments. 
Moderate - Familiar investor; knowledge of most market instruments. 
Experienced - Experienced investor; above-average knowledge of all market instruments. 

k. Liquid Asset - cash or easily converted into cash without substantially affecting the as- 
sets’ price. 

1. Customer Identification - Anti-money laundering requirements mandate that accounts 
opened after Oct. 1, 2003 obtain customer identification in the form of government issued 
ID Number, date and place of issuance and expiration date. Accounts opened prior to 
Oct. 1, 2003 can have the data updated, but it is not mandatory. 

m. Delivery versus Payment (DVP) - an account which has third party that acts as custodian 
for the benefit of the customer. The account will have the third-party custodian’s account 
number referenced in the title. Trades can be placed in either the account with Pershing 
or the account held directly with the custodian. The money and/or assets will automati- 
cally move through the DTC system. 

n. When Securities are Sold - when an account is held at Pershing, and a trade is executed, 
it should be indicated whether the proceeds will be held within the Pershing account or if 
they will be sent to the customer’s address of record. 

0. When Securities are Purchased - when an account is held at Pershing, and the client 
makes a purchase, it should be indicated whether the security(ies) is to be held within the 
Pershing account or mailed to the customer’s address of record. 

p. When Dividends are Received -when the Pershing account receives dividends on securi- 
ties held within the account, it should be indicated whether the dividend will be kept 
within the Pershing account (reinvested) or sent to the customer’s address of record. 

q. Money Market - when selecting a money market to add the Pershing account, if a state is 
referenced in the title of the money market and the customer resides in a different state, 
the customer could be subject to tax consequences. For accounts that Pershing LLC. is 
the custodian, the only money market allowed is the Pershing Government Account 
(PGA) . 
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r. Send Duplicate - when there is an interested party on the account (other than the Repre- 
sentative), the information should be indicated in this field. An interested party can be an 
accountant, lawyer, or family member. When establishing accounts with a custodian 
other than Pershing LLC., the mailing address on the account will be the address of the 
custodian. The customer’s address should be entered here. 

s. Options - for all option accounts, it is required that the customer receives the OCC Dis- 
closure Documents. The original Option Agreement and client signature is required. 
Please refer to the Options section of the Compliance Manual. 

t. Time Horizon (This items appears in the trade section of Advisor On-Line) - overall time 
line for a particular investment. Short-term is less than one year. Intermediate is one to 
five years. Long term is more than five years. 

3.4 POWER OF ATTORNEY ACCOUNTS 

These accounts require that the Representative know the principal as well as the agent to whom 
the power to transact has been assigned. Investment objectives and types of securities transac- 
tions allowed must be clearly stated in the Power of Attorney. Representatives are not allowed 
to have Power of Attorney (or any other fiduciary capacity, such as trustee, executor, etc.) over 
client accounts. 

3.5 INSTITUTIONAL ACCOUNTS 

For these accounts, the Representative should understand that documents must be obtained 
which clearly indicate who is empowered to act for the institution and to what degree that indi- 
vidual’s or those individuals’ power extends. 

3.6 UPDATING ACCOUNT INFORMATION 

The Representative should continuously review the information contained on the New Account 
Form, and understand that it is his responsibility to routinely update client records with regard to 
changes in investment objectives, income, or net worth, or any other changes which may affect 
the client’s suitability. MSC requires Representatives to review and update New Account Data 
every two years. 

3.7 UNACCEPTABLE ACCOUNTS 

Unacceptable accounts include, but are not limited to: 

A. Missing Data - Accounts which refuse to provide the data requested on the New 
Account Form. 

B. Minors - An account may not be opened nor any transaction entered into by a mi- 
nor. It is imperative that the Representative check the law of the state in question 
before opening an account for an individual under the age of 21. Only a duly ap- 
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pointed legal Representative, such as a parent or grandparent, guardian, or custodian, 
can establish an account on behalf of a minor. 

C. Incompetency - Persons with any type of mental incapacity, such as legally declared 
incompetence or senility, have no legal capacity to contract. Accounts for such indi- 
viduals may only be accepted from their duly appointed legal Representative, such as 
a conservator or guardian. 

D. Discretionary Accounts - Upon approval, representatives registered to provide in- 
vestment advice may be permitted to offer discretionary services. 

E. Unacceptable Margin Accounts - Accounts under the control of a person acting as a 
fiduciary (i.e., executors, trustees, custodians, and guardians acting as such) and ac- 
counts belonging to investment clubs are not allowed to open margin accounts 
through MSC. 

F. Uncovered (Naked) Option Accounts -MSC typically does not allow option ac- 
counts to engage in any type of option transactions other than the purchase of 
putshalls or covered writing. Only covered call writing is allowed in IRA accounts. 
Any other option trading strategy will need to have prior written approval from the 
Compliance Department. 

G. Escrow Accounts 

H. Fictitious Accounts - No account may be opened in a name other than the legal name 
of the customer. However, a married woman may open an account in her maiden 
name, provided the branch file contains written attestation of her ownership signed 
with her maiden name and her married name. 

I. Non-resident Alien 

J. AKA Accounts - Accounts may not be opened in a fictitious name or as a “num- 
bered account.” Every account must be opened in the name of the beneficial owner. 

K. Guaranteed Accounts - Representative may not guarantee any customer’s account. 
MSC policy also prohibits a customer from guaranteeing another customer’s account. 

L. Special Consideration on Fiduciary Accounts -Fiduciaries (e.g., executors, admin- 
istrators, guardians, conservators, custodians, or trustees) may not delegate their du- 
ties to manage the account to a third party unless the trust or other instrument specifi- 
cally authorizes it. Some states require the fiduciary to obtain a court order to dele- 
gate authority to a third party. 

If a trustee wishes to trade options, the trust instrument must specify that the trustee 
can trade those instruments and the specific strategies to be used. 
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The complete Trust Agreement must be in the client file for review during a branch 
examination and made available if requested by the home office. 

Registered Representatives of MSC are prohibited from being trustees on client ac- 
counts. 

3.8 ACCOUNTS WHICH REQUIRE HOME OFFICE PRINCIPAL APPROVAL 

A. Margin Accounts - A margin account must be approved by a home office principal. 
The Representative must obtain a signed Margin Account Agreement at the time the 
account is opened and before the first transaction in the account. 

B. Fiduciary (Trust) Accounts - This type of account involves custodians, guardian- 
ship, various trustee relationships, corporate fiduciaries, or other legal Representa- 
tives. The Representative must receive a copy of the legal documents creating such 
relationship from the fiduciary establishing the account. Before accepting a fiduciary 
account, the Representative must verify that the fiduciary has been properly ap- 
pointed and is empowered to open and maintain a brokerage account and implement 
security transactions. 

MSC prohibits its Representatives from acting in a fiduciary capacity (including act- 
ing as trustee, executor, administrator, conservator, or guardian) with respect to any 
client accounts maintained with MSC (including investment advisory accounts), with 
the exception that MSC may permit a Representative to act in a fiduciary capacity 
for members of his immediate family accounts or under special circumstances upon 
written request to MSC’s Compliance Department by the Representative. 

A trustee cannot serve two masters with competing interests. Therefore, a Registered 
Representative many not serve as the registered Representative for a trust for which 
the Representative is the trustee, without prior approval of the Compliance Depart- 
ment. Approval will be granted only in limited circumstances. 

A second registered Representative may not service the trust, since the Representative 
is an agent for the same employer. The alternative, to permit a Representative to exe- 
cute the business away from MSC, is also prohibited. 

C. Limited Power of Attorney Accounts - When a client requests the appointment of 
an agent to act for him, MSC must obtain specific written authorization. Husbands 
and wives acting on each other’s behalf without written powers of attorney are not 
exceptions. 

1 .  The power of attorney designation form requires a witness to the client’s signa- 
ture. No MSC Representative or employee of a Representative should act as 
witness. 
Limited power of attorney may be accepted in favor of investment counseling 
firms and money managers, provided that reliability, substance, and responsibil- 
ity are demonstrated to MSC. A Representative may provide the client with 
names of such investment advisors from a qualified list supplied to him by 

2. 
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MSC. A Representative may only work with advisors on MSC’s roster, and 
compensation for such referrals, when applicable, must flow through MSC. 
Statements and confirmations may not be addressed to the client in care of his 
discretionary agent. They must go directly to the client or to an address desig- 
nated by the client in writing. The agent may receive duplicate statements and 
confirmations if the client has provided written authorization. 
MSC’s Registered Representatives may not, under any circumstances, have 
power of attorney over a client’s account, nor accept any fiduciary capacity 
with respect to any client account (except for those of the Representative’s 
immediate family after Compliance Department approval). 
All accounts must be in the name of the client. MSC does not open accounts in 
the name of an individual as agent or attorney for another. 

3. 

4. 

5.  

D. Option Accounts - Both the Representative and each client account must be ap- 
proved by either the Senior Registered Option Principal, the Registered Options 
Principal, or a Compliance Registered Option Principal in the MSC home office be- 
fore a Representative can open an option account. MSC may request that the Repre- 
sentative pass the Registered Option Principal Exam (Series 4) before handling any 
option accounts. Funds must be in the account prior to entering any purchase orders. 

Option transactions are not permitted for: 
0 Minors 
0 Guardianships 
0 Keogh or IRA accounts (except covered calls in IRA accounts) 

Note: MSC typically prohibits uncovered (naked) options or any type of spread positions 
without written approval from the Compliance department. (see Section 3.6F - Unaccept- 
able Accounts). 

E. Special Document Accounts - Partnerships, investment clubs, corporations, trust 
accounts, and other specialized accounts require the completion of additional docu- 
ments before any new accounts may be opened. 

3.9 SPECIAL CONSIDERATION 

A. Accounts Which Require Caution - MSC Representatives should use good judg- 
ment when evaluating potential clients. Some conditions that might result in the 
Representative using a high degree of caution in opening customer accounts are: 
1 .  walk-in or call-in clients; 
2. unemployed persons; 
3. post office box addresses (New Account Form must also reflect residential ad- 

dresshurai route number); 
4. no bank or credit references; 
5 .  unusual account title requests; 
6 .  “care-of’ addresses; 
7. 
8. 

option, margin, and fiduciary accounts; 
check swapping or prepayment requests; 
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9. characteristics to file suit are exhibited; 
10. temperamental nature is exhibited; and 
11. refusal to provide required suitability documentation or to sign New Account 

Form or arbitration language 

A Representative should notify MSC’s Compliance Department immediately if he is suspi- 
cious about a new or existing account. 

B. Accounts Which Require Prior Written Consent : 

1 .  Employees of Other Brokerage Firms -- Accounts may not be opened for em- 
ployees of other brokerage firms unless the Compliance Department sends a 
letter to the employer, informing them of the new account. 
Margin or Option Accounts of Employees of Banks, Trust or Insurance Com- 
panies, and Other Financial Organizations -- Before margin or option accounts 
for employees of these types of organizations can be accepted, written approval 
must be received from the client’s employer. 

2. 

C. Trusts - Accounts to be registered in the name of any trust, including, but not lim- 
ited to, pension and profit sharing plans, require a copy of the trust instrument and a 
letter (signed by an authorized trustee) which lists the names of the trustees author- 
ized to enter instructions and orders. Registered Representatives of MSC are not al- 
lowed to serve as trustee on clients’ accounts. 

D. Account Referralminders Fee - No Representative shall -- directly or indirectly -- 
pay, give, or permit to be given to any individual or business enterprise compensa- 
tion of any kind in connection with the referral of prospective brokerage customers 
to the Representative and/or MSC. 

The prohibition shall not apply to the payment of compensation, pursuant to an exe- 
cuted solicitation agreement, by a Registered Investment Advisor, in accordance 
with the Investment Advisors Act of 1940, for the referral of advisory clients to the 
advisor. The advisor must fully disclose this arrangement in his own advisory Form 
ADV, which must be submitted to MSC’s Compliance Department for review. 

3.10 ACCOUNTS ESTABLISHED IN FOREIGN COUNTRIES 

Accounts opened with locations outside the United States will require special account documen- 
tation related to the source of funds, and the client identification requirements. Please refer to 
Anti-Money Laundering Program located in Chapter 7.10, for specific requirements. 
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4.0 GENERAL SALES PRACTICES 

4.1 TRANSMITTAL OF CLIENT FUNDS AND SECURITIES 

Every check or security received in the branch should be entered on the Check Receipt or Secu- 
rity Receipt Blotter on a daily basis. 

Under no circumstances should any Representative have possession or control of client 
funds or securities. 

Representatives are required to forward to MSC or the product sponsor, where applicable, all 
funds and securities the same day as received. Clients should be instructed to transmit all securi- 
ties and checks directly to MSC’s Operations Department or the fund sponsor whenever possible. 
Checks should not be payable to the Representative or the Representative’s firm. MSC Repre- 
sentatives may not accept cash as payment for security transactions. Questions about how to han- 
dle client funds or securities should be directed to the Compliance Department. 

4.2 COMPLIANCE DEPARTMENT TRADE REVIEW TEAM 

As part of MSC’s supervisory structure, the Compliance Department has created a separate unit 
- the Trade Review Team (TRT) - which reports directly to the Compliance Manager. The 
TRT’s primary hnction is to review transactions that require a closer-than-normal trade review 
to determine completeness of client information, and to evaluate specific suitability factors. Spe- 
cial trade reports are generated daily that identi@ selected transactions for research. Account 
documentation and internal records are considered in determining client suitability. Many times 
the TRT staff will contact the OSJ/Branch Manager or Registered Representative to gain addi- 
tional insight into the transaction. The TRT may request the reasons for the transaction, added 
suitability documentation, copies of the client disclosure documents, and any other representa- 
tions that would assist the TRT in determining the nature of the transaction and the suitability 
consjderations. 

4.3 GENERAL CLIENT SUITABILITY CONSIDERATIONS 
The Representative should always have a clear understanding of each customer’s financial con- 

dition and investment objectives. This understanding should also be documented for the of- 
fice records. A Representative should never recommend the purchase or sale of a security with- 
out reasonable grounds for the recommendation. The basis for recommendations should be 
clearly documented in the client’s file. 

NASD Conduct Rule 23 10 is the source of what factors should be considered when determining 
suitability and recommending securities to clients. It states, in recommending the purchase, sale, 
or exchange of any security, the Representative must have reasonable grounds for believing the 
recommendation is suitable based on facts, if any, disclosed by the client as to other security 
holdings and financial situation and needs. The rule requires four separate items be obtained to 
assist in the suitability determination: 
0 client information concerning financial status; 
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0 the client’s tax status; 
0 

0 

the client’s investment objective; and 
any other information used or considered to be reasonable in making a recommendation to 
a client. 

Other factors that should be considered when recommending the sale of a security are the client’s 
liquidity needs, the time horizon of the investment, and the client’s experience. 

The completion and maintenance of a current MSC New Account Form will satisfy a significant 
portion of NASD Rule 23 10, however other disclosure forms may also be required to assist in 
the documentation of client suitability. 

MSC has specific guidelines regarding the suitability of variable products, mutual fwnds, and 
penny stock transactions. Those sections of the manual contain an explanation of those guide- 
lines. It is expressly prohibited for a Representative to induce, in customer accounts, transactions 
that are excessive in size or frequency (i.e., churning). Transactions should never be conducted 
solely to generate commissions without regard to a customer’s best interests. Each Representa- 
tive is responsible for sufficiently describing the important facts and risks concerning each trans- 
action or set of transactions to the client. Failure to maintain proper suitability standards could 
constitute serious violations of industry regulations. Contact the Compliance Department with 
any questions about suitability issues. 

A. Other Suitability Considerations - In making a recommendation to a 
customer, there are several additional considerations to weigh, which include, but 
may not be limited to: 

1. Working with the customer to obtain information as completely and accurately 
as possible. An important aspect of this inquiry is obtaining key financial in- 
formation, including income, net worth, need for liquidity, existing diversifi- 
cation or concentration in investments, and anticipated future events which 
could change these factors (e.g. retirement, ill health). The second key aspect 
is determining the customer’s expectations through discussing and noting on 
the account information investment objectives or, as times change, any correc- 
tion or alteration in those objectives. Notes in the customer files of additional 
information that the customer provides, including investment experience, 
holdings at other firms, education, and training, etc., are essential to substanti- 
ating suitability. 

It is important to update the customer files and firm records (Advisor On- 
Line) when new information becomes available. If the changes are substan- 
tial, a new account form should (does the word should need to omitted) be 
re-signed by the client. It is not necessary to obtain a new arbitration agree- 
ment. 

2. If a prospectus suggests or requires suitability requirements or restrictions on 
types of investors, they must be followed. 
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3. Elderly persons should not be solicited to invest in high-risk securities, even if 
they meet the investment profile, unless the portion of liquid assets subject to 
high risk is small. 

4. Care should be given to clients who have special circumstances, such as those 
who are physically or mentally impaired, have lost their jobs, or face a medi- 
cal emergency. Generally conservative investments that are not encumbered 
by any contingent deferred sales charges or early withdrawal penalties. 

5 .  Recommendations for mutual fund switches and 1035 exchanges of variable 
products involve special consideration discussed elsewhere in this manual. 
Special written justification is needed from both the Representative and the 
customer for any such transactions. The Representative must prove that a 
recommended switch is beneficial to the customer. 

6 .  Each Registered Representative must be prepared to demonstrate the rationale 
for a recommendation and suitability determination for each transaction. 
Regulators periodically ask for this information. 

7. A Representative should never engage in a transaction without receiving prior 
informed authorization of the customer. MSC does not permit discretionary 
trading unless approved in writing by Compliance and only in limited situa- 
tions. 

B. Institutional Customers - The general rule regarding suitability applies equally to 
institutional and non-institutional customers. However, the scope of MSC’s obliga- 
tion toward institutional clients may vary depending upon the nature of the institu- 
tional client. 

1 .  Institutional Customer/Defined - For the purposes of the following, an “institu- 
tional customer” is an entity that is not a natural person. While the following 
criteria may apply to any institutional customer, they are more appropriately 
applied to an institutional customer with at least $10 million invested in its 
portfolio or under management by MSC or its investment advisor. 

2. Two Factors Test - The two most important factors in determining the scope of 
the Registered Representative’s suitability obligation in making recommenda- 
tions to an institutional client are: 
a. 
b. 

The customer’s capability to evaluate investment risks independently, and 
The extent to which the customer is exercising independent judgment in 
evaluating the Registered Representative’s recommendations. 
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C. Recommendations Beyond a Customer’s Capability - It is inappropriate to make 
a single recommendation to purchase securities or a continuing recommendation to 
purchase securities in amounts inconsistent with the reasonable expectation that the 
customer has financial ability to meet such commitment. 

4.4 MUTUAL FUND TRANSACTIONS 

Transactions in mutual funds have become increasingly complex and require that specific stan- 
dards be followed regarding such issues as suitability, client disclosures, performance informa- 
tion, and switching activities. OSJ/Branch Managers and Sales Principal will review transactions 
with respect to the following considerations and mutual fund sales practices. 

1 ,  Suitability - The fundamental responsibility of suitability determination begins with 
dealing fairly with the client and providing a balanced sales presentation. General factors 
to consider in making recommendations include information contained on the New Ac- 
count Form. It is important to document the client’s financial needs and tax status; in- 
vestment objectives; and other information used or considered to be reasonable in making 
investment recommendations. 

2. Client Disclosure - In recommending the purchase or sale of a mutual fund to a cus- 
tomer, MSC Representatives must disclose all material facts. To determine adequately 
whether a fact concerning a mutual hnd  investment would be material to the investor, the 
Representative must obtain information sufficient to evaluate the suitability of the pro- 
posed investment for that investor. Material facts may include, but are not limited to, the 
fund’s investment objective; the fund’s portfolio, historical income, or capital apprecia- 
tion; the fund’s expense ratio and sales charges; the class of shares and required holding 
periods; risks of investing in the fund relative to other investments; the extent of deriva- 
tive securities holdings in the portfolio; and the fund’s hedging or risk reduction strate- 
gies. 

Any applicable sales charges must be fully disclosed to the customer, including front-end 
loads, back-end (or contingent) deferred sales charges, 12b-1 fees, and expenses. Repre- 
sentatives should discuss with the customer the effect of those charges on the return on 
investment. Breakpoints must be disclosed and discussed, including if the client has any 
eligible linked accounts. Any fees or charges the fund may impose for switches between 
different funds in the family must also be discussed, particularly when the ability to make 
such switches is presented as a benefit of the fund family. 

Other information that may be material and therefore disclosed includes, but is not lim- 
ited to, the relative risks and rewards of an investment being liquidated to buy the pro- 
posed investment, the investor’s risk aversion, and the investor’s age and/or life expec- 
tancy. While many of these items may be inextricably intertwined with the suitability de- 
termination, the Representative should be aware that merely determining that an invest- 
ment may be suitable for a particular investor does not negate the need to disclose all ma- 
terial information to the investor. Also, any oral representations by sales personnel that 
contradict the disclosures in prospectuses or sales literature may nullify the effect of the 
written disclosures (making the Representative liable for rule violation and civil damages 
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to the client), and are prohibited by MSC. MSC requires that the representative present 
the MSC Mutual Fund Disclosure & Prospectus Receipt Form to the client for signature. 
The representative is required to maintain the signed Disclosure Form in the client files, 
and to provide the client with a copy for their records. The MSC Mutual Fund Disclosure 
Form must be used for all mutual fund transactions. 

3 ,  Breakpoints - Sales charges, including sales breakpoints, back-end, or other deferred 
sales charges, 12b-1 fees, and diversification trade-offs when two or more families of 
funds are used, must clearly be explained to the client so that he may take advantage of 
quantity discounts when they are available. It must be clearly demonstrated that the in- 
vestment is in the client’s best interest. Representatives should be aware that recom- 
mending diversification among several funds with similar investment objectives may not 
be in the customer’s best interests, particularly when the sale of those funds occurs at 
prices just below the breakpoints of one or more of the funds sold. It is improper to sell 
mutual funds in dollar amounts just below the point at which the sales charge is reduced 
for quantity purchases. 

When the Representative is aware that a client is considering additional investments dur- 
ing the first 13 months of ownership, a Letter of Intent should be used if there is a possi- 
bility of obtaining a better price for the customer. If, during the first 90 days after a fund 
purchase, the Representative discovers that additional investments will be made, then the 
Letter of Intent can be backdated to reduce the sales charge on the first investment. It is 
the Representative’s responsibility to verify that the client receives the correct breakpoint 
pricing. 

In the past, break point discounts have not been applied primarily due to the failure of the 
representatives not linking eligible client accounts for break point discounts. It is the re- 
sponsibility of the representative to determine if the client has any linked accounts, and 
to identify them. This action will ensure the client is given any break point discounts for 
subsequent purchases. It should not be assumed that the mutual fund company would 
calculate proper break point discounts for the account, if you fail to identify possible 
linked accounts. 

4. Switching - Mutual Funds purchases are generally viewed as a long-term investment by 
the SEC and NASD and should not be subject to frequent trading. While it is difficult to 
determine exactly what constitutes excessive switching, long term investments are com- 
monly held for a period of five to seven years, or longer. Therefore, a reasonable conclu- 
sion would be that any switching (replacement) activity involving mutual funds within 
five to seven years of the date of original purchase could call into question excessive 
trading. 

It is important to understand that the compliance issues surrounding switching activity are 
the generation of commissions, the reason for the switch, client disclosures, and the suit- 
ability of the transaction. MSC will review any unusual mutual fund replacements; 
evaluate the specific factors and the overall suitably of the transaction. 
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The following are additional compliance and sales practice considerations regarding 
switching activity. An MSC Representative should never recommend that a client switch 
out of a mutual fund family into another mutual fund family unless it can clearly be dem- 
onstrated that the switch is in the client’s best interest. Switching among certain fund 
types may be difficult to justify if transaction fees associated with the switch undermine 
the financial gain or investment objective to be achieved by the switch. 

Due to the increased risks associated with excessive mutual fund replacement activity, 
the Compliance Department’s Trade Surveillance Team will be closely reviewing trading 
patterns. Trends that indicate excessive replacement activity within an account will be 
investigated, and evaluated for suitability concerns. All OSJ Principals should be aware 
of questionable trading patterns, and take steps to address the concerns before a problem 
is created for the client. 

5 .  Sales Material - It is advised that comments of a Representative’s own composition 
should not be sent to a client or prospect. Such material would be considered sales lit- 
erature and should be sent to the Compliance Department for approval. The contents of 
mutual fund mailings and handouts should be limited to NASD-approved materials only. 
Generally, fund companies provide Representatives with material that has been approved 
by the NASD. Such approval should be confirmed with the Compliance Department be- 
fore it is used. 

All material must be approved by MSC’s Compliance Department before distribution, 
regardless of whether it is provided by the sponsor as NASD approved. After material 
has been approved for use, changes are prohibited, especially if the effect of the change is 
to exaggerate, obscure, or minimize material information. 

6 .  Prospectuses - The sale of any investment company product requires the distribution of 
a current prospectus prior to or at the time of sale of the product. Evidence of receipt of 
the prospectus can be obtained by having the client sign the Mutual Fund Client Disclo- 
sure and Prospectus Receipt Form. 

7. Multi-Class Shares 
Definitions - 
Front-End Loads (A Shares) - a sales charge is incurred with every purchase of shares 
at the time of purchase and then a small indirect fee known as a 12b-1 fee is subsequently 
paid by the fund company to the brokeddealer as an ongoing management fee. 

Spread Load (B Shares) - no sales charge is incurred at the time of purchase. Instead 
the client will pay a fee based on the net assets if the fund is redeemed prior to the stated 
time period (usually during the first six years). This time frame is known as the contin- 
gent deferred sales charge (CDSC). The investor’s sales charge will be spread over the 
CDSC period by the fund charging a much higher 12b-1 fee. Pershing transactions of 
$1 00,000 or more will be blocked from execution, pending suitability review. 
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Level Load (C Shares) - no sales charge is incurred at the time of purchase. The fund 
pays a much higher ongoing 12b-1 fee and, if the client redeems shares in the first year, 
the fund will charge a 1% CDSC. 

The NASD has expressed concern that investors may not understand the distinctions 
among, and ramifications of, the various classes of mutual funds now available, their fee 
structures, and charges. As a result, it is imperative that recommendation be suitable 
based on the goals, investment objectives, and financial status of the investor, without be- 
ing influenced by incentive arrangements. 

Prospectuses disclose many of the details of these products. However, the Representative 
should remember that sufficient information should be provided to investors to under- 
stand and evaluate the structure of multi-class finds. As the number of share classes con- 
tinues to increase, it is imperative that investors are told the differences among the front- 
end load, spread load, and level load, and that they are instructed about why one type of 
fee may be higher or lower than another. Another important disclosure relates to explain- 
ing how factors, such as the amount invested, the rate of return, the amount of time the 
investor remains in the fimds, and the fund’s conversion features, affect an investor’s 
overall costs. 

The Compliance Department provides educational opportunities through compliance 
meetings, and written materials concerning general suitability standards involving Multi- 
Class Share transactions. OSJ Principals can also locate on the MSC Web Site, informa- 
tion about supervision considerations for Multi-Class Share transactions. Due to the risks 
associated with large Class B and C Share purchases, the Compliance Staff currently re- 
views two specific transaction reports that track a single purchase, or account positions of 
either Class B in excess of $ 1  00,000 and Class C mutual funds, in excessive of $250,000. 
MSC will scrutinize the transaction, and evaluate suitability considerations for these large 
mutual find transactions. As part of our investigation, you should expect direct commu- 
nications from the Compliance Department to review the trade with the OSJ Principal. 
Mutual Fund Specialists within the company may also be sought out by Compliance to 
review the specific product features and costs structures. If the Compliance Department 
deems the large B/C Share transaction as “unsuitable”, the trade will be adjusted to a 
Class A Share position at a reduce cost to the client, or the transaction will be canceled. 
Class B and C Share Mutual Fund orders executed through Net Exchange Pro, greater 
than $100,000 will be stopped by Trading Center and reviewed with the Compliance 
staff, before being allowed to process the order through Pershing’s Net Exchange Pro. 

Generally, it has been accepted that A shares may be the most appropriate shares for in- 
vestors with long time horizons. These shares, over the long haul tend to provide the 
least expensive means of investing, even when factoring in the up-front sales load. Also, 
if a client i s  going to reach a breakpoint (especially a significant breakpoint), a Class B or 
C share most likely will not be in the client’s best interest. By incurring the small front- 
end load, the client would be able to save significantly on the 12b-1 fees over a period of 
time. 
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As with any investment, the ultimate test in recommending to an investor the purchase, 
sale, or exchange of any security is that the Representative has reasonable grounds for 
believing the recommendation is suitable for the investor based on the facts disclosed by 
the investor. The Representative should be able to demonstrate the rationale for the rec- 
ommendations and the suitability determination in addition to the form of disclosure pro- 
vided the client regarding the share class recommended. 

Mutual Fund Customer Disclosure and Prospectus Receipt Form - Required of all mutual 
fund transactions entered onto Advisor OnLine and NetXpro. 

4.5 STOCKS, BONDS and OPTION ACCOUNTS 

MSC Representatives must be Series 7 licensed before discussing or handling stock, bond, or 
option accounts. For some option accounts MSC may require the Series 4 by the Representative. 

A. The Representative should not make any solicited stock recommendations 
to clients unless there is a basis for such recommendation, including due diligence 
files on the issuing company. 

B. Penny Stocks are classified as securities that sell for less than $5 per share, ex- 
clusive of those stocks listed on a major U.S. exchange. The market for penny stocks 
is a specialized area in the security industry, and is generally controlled by a small 
number of OTC market makers. Executing transactions of smaller amount of shares 
of penny stock may not be cost efficient. A Representative who elects to execute un- 
solicited penny stock transactions for customers should exercise extreme care; in 
many instances, markets for these securities are thin and price spreads are unrea- 
sonable. MSC discourages solicitation of securities that are priced under $5 per 
share. Representatives will need to obtain an individual approval number from MSC 
for each penny stock purchase. Some questions related to suitability asked by the 
staff could be regarding the clients income, net worth, concentration of low priced 
stock, invested amount, price per share, solicitedhnsolicited, and client objectives. 
(Special client documents may be required.) 

C. In order to comply with SEC Rule 15c2-6, MSC does not act as a market 
maker in penny stocks, nor does it permit sales revenue from transactions in penny 
stocks to exceed 5% of its revenues. 

D. MSC reserves the right tu refuse orders for the purchase of any securities which 
are highly speculative, unscrupulously promoted, or distributed in violation of Fed- 
eral or state securities laws. Accounts opened for the sole purpose of trading highly 
speculative securities are discouraged. 

E. It is essential that Representatives not offer advice to clients on how to vote on 
securities proxies. It is permissible to orally respond to an unsolicited request for in- 
formation from a client, but under no circumstances should advice be volunteered. 
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F. MSC does not accept orders for related warrants of securities that are not regis- 
tered and takes the position that the purchase of such related warrants for a client 
constitutes a violation of the Securities Act of 1933. The most common warrants of 
this type are Canadian; however, this policy applies to all foreign securities. 

G. Immediately upon notification of the death of a client, all open orders must be 
cancelled and MSC’s Operations Department notified. 

H. Customer orders take precedence over Firm accounts and employee and em- 
ployee-related accounts. 

I. An offer to sell, coupled with an offer to buy back at the same or an ad- 
vanced price, or the reverse, is a prearranged trade and is prohibited. 

J. Short sales are only allowed in margin accounts. 

K. Regulation T requires that payment for securities purchased must be received 
by MSC no later than three business days after the purchase date. To avoid Regula- 
tion T violations, MSC generally requires Representatives to have appropriate funds 
in the account prior to executing the transaction. Funds need to be in the account for 
option trades prior to the execution of trades since they have a shorter settlement 
date. Extensions are limited to exceptional circumstances. 

Regulation T violations include, but are not limited to: 
1 .  The client’s failure to pay for a purchase or deliver securities on a sale within the 

required time period. 
2. The client’s failure to pay for a security purchase prior to the sale (and receipt of 

cash) of the same securities. 
3. Arranging credit for a client in excess of what MSC’s clearing firm can offer. 

Even referral to a factor or another source of credit is interpreted as “arranging 
credit” and can result in severe SEC sanctions. 

Excessive Regulation T extension requests are not tolerated and are best avoided by having 
the appropriate funds in the account prior to the time the order is executed. The cost of 
Reg T extensions is charged to the Representative. MSC may also impose fines of up to 
$100 to Representatives for excessive extension requests, and client accounts may be fro- 
zen in conjunction with Regulation T violations. Excessive Regulation T requests could be 
grounds for termination of Representative’s registration 

4.6 MARGIN ACCOUNTS 

Margin accounts by their very nature involve more risk than cash accounts. Thus it is imperative 
that the Representative understand the customer’s objectives and obtain the financial profile data 
necessary to determine if buying securities on margin is appropriate for the customer’s know re- 
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sources. The Representative has primary responsibility for ensuring the suitability of customer 
trading activity. 
Margin accounts are not suitable for and prohibited from being opened by: 

0 

0 

fiduciaries (e.g., trustee, guardian, conservator, etc.,) unless specifically authorized to 
trade on margin by the governing document; 
employees of financial institutions or any other organization engaged in securities 
transactions, unless prior written approval for such an account is granted in writing 
by the employer; 

corporate accounts, unless the corporate charter or by-laws authorize margin trading; 

Keogh accounts, unless specifically authorized by the governing documents and nei- 
ther MSC nor any affiliate of MSC is a fiduciary of the plan; and 

0 custodial accounts for minors; 
0 

0 IRA, ERISA accounts; 
0 

0 estate accounts 

4.7 OPTION ACCOUNTS 

Over the years, there has been a dramatic increase in both the type of options products available 
and the volume of options transactions. As a result of this growth, the NASD, SEC, OCC, and 
state regulatory agencies have adopted a number of rules, regulations, and procedures designed 
in the public interest and for the protection of investors and options transactions. 

A Registered Representative should not initiate option transactions on behalf of a client (solicited 
or unsolicited) without first having a clear understanding and thorough knowledge of how option 
contracts work. Option contracts are issued by the Options Clearing Corporation (OCC) as a 
new offering of securities. Under the Securities Act of 1933, all potential clients of new issuers 
must receive a prospectus or disclosure document, either before or at the time the account is ap- 
proved for options trading. In general, purchasing an option gives the owner (or holder) the 
right to exercise that option at any time before expiration, and the seller of the option has the 
right to buy back the option contract before the expiration date. 

Option contracts terminate when either: 
0 

0 

0 

The writer is assigned an exercise notice, or 
The option contract is allowed to expire worthless, or 
The option position is closed by an offsetting transaction of an identical option. 

Buyer - effects a closing sale transaction 
Writer (seller) - effects a closing purchase transaction. 

In addition to the usual forms and information necessary to open a Pershing account (MSC New 
Account Form and W-9), the customer must complete and sign the Option Agreement and Ap- 
proval form. The Representative and designated principal must also review and sign the form. 
Lastly, the customer must receive the OCC option disclosure booklet entitled “Characteristics 
and Risks of Standardized Options” at or before the signing or the Options Agreement Form. 
The New Account Form must be updated to reflect the date the OCC Brochure was provided to 
the client. Any Representative intending to do options business should obtain a supply of the 
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booklets to have immediately available for customers. These booklets are available upon request 
from MSC Mail & Forms Services Department. 

Option contracts tend to have a higher degree of risk and, before recommending options transac- 
tions to a client, the Registered Representative is required to use due diligence to “Know the 
Customer.” The Representative must ascertain that the client is financially suitable and under- 
stands the mechanics and risks of options trading. 

Options, like other forms of investments, have tax implications and transaction costs that need to 
be taken into consideration when making any recommendations to the client, as these can sig- 
nificantly affect the profit or loss results of buying and writing (selling) options. 

Prior to accepting an initial options order from an MSC Representative, a designated Registered 
Options Principal (ROP) of MSC is required by industry regulations to review and approve an 
option agreement. 

Because of the shortened settlement date on option trades, the customer must have sufficient 
cash in the account to pay for the trade prior to order acceptance. 

The information provided by the customer on the options form and agreement should be re- 
viewed, with particular emphasis given to those areas that might deem options trading, or a par- 
ticular level of options trading, unsuitable (i.e., low-income and/or net worth, number of depend- 
ents, degree of investment experience, investment objectives, etc.). Because of the inherent risks 
of certain option strategies, MSC generally will not accept: 
0 discretionary accounts (except for certain professional money managers or Registered In- 

vestment Advisors who are not associated with MSC and have been approved by MSC); 
0 the writing of uncovered puts or calls; 
0 margin transactions (meaning cash or securities is required to be deposited by an option 

0 the extension of credit for purchase of options; and 
speculative purchases in IRA accounts. Only covered calls are permitted in IRA accounts; 

0 spread positions that may result in any uncovered position or a leg. (Prior written approval 

0 certain other multiple-option strategies that may result in any uncovered position or leg. 

writer as collateral against the writer’s obligation); 

from the Compliance department is required to do spreads); 

Isolated exceptions will be made only under very special circumstances with the permission of 
the SROP. 

For accounts approved for options trading, MSC only allows trading in stock and index options. 
The types of trading allowed are covered writing and long positions. MSC only allows covered 
writing in retirement accounts that have been approved for options trading. Isolated exceptions 
will be made only under very special circumstances with the permission of the SROP. 

4.8 MUNICIPAL SECURITIES TRANSACTIONS 

Pursuant to the regulations of Municipal Securities Rulemaking Board (MSRB), “A Representa- 
tive shall not recommend the purchase, sale, or exchange of a municipal security to a customer 
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unless, after reasonable inquiry, he or she has reasonable grounds to believe that the recommen- 
dation is suitable on the basis of information furnished by the customer concerning the cus- 
tomer’s financial background, tax status, and investment objectives.” 

MSRB Rule G-8 specifically requires that information concerning financial background, tax 
status, investment objectives, and any other information used to make a suitability determination 
be maintained for every non-institutional municipal securities customer. Under the current rule, 
the minimum information that must be obtained and recorded on transactions in municipal secu- 
rities unit investment trusts is: 

customer’s name and address; 
whether customer is of legal age; 
customer’s tax identification or Social Security number; 
customer’s occupation; 
name and address of customer’s employer; 
customer’s income and net worth; 
customer’s tax bracket information; and 
specific investment objectives, including investment time frames. 

MSRB Rule G-19 covers suitability of recommendations and transactions. In recommending to 
a customer any municipal security transactions, a Registered Representative shall have reason- 
able ground: 

based upon information available from the issuer of the security or otherwise, and 
based upon the facts disclosed by such customer or otherwise known about such customer for 

believing that the recommendation is suitable. 

MSRB Rule G-37 (Political Contributions and Prohibitions on Municipal Security Business) and 
MSRB Rule G-38 (Consultants), were enacted with the purpose and intent of ensuring that the 
high standards and integrity of the municipal securities industry are maintained. The MSRB 
adopted these rules in an effort to sever any connection between the making of political contribu- 
tions and the awarding of municipal security business. 

Rule G-37 prohibits any dealer from engaging in municipal security business with an issuer 
within two years after any contribution to an official of such issuer. Rule (3-37 states that contri- 
butions reportable to the MSRB include those to officials of issuers and political parties of states 
and political subdivisions made by the dealer, any municipal finance professional, any executive 
officer, or any political action committee (“PAC”) controlled by the dealer or any municipal fi- 
nance professional. The definition of municipal finance professional does not include retail 
salespersons that primarily sell other products. Therefore, no MSC Representative should fall 
under the definition. Any Representative who believes that he or she may be covered must im- 
mediately notify the Compliance Department. 

Rule G-38 applies to “municipal securities consultants” used by a dealer to obtain or retain mu- 
nicipal securities business. No MSC Representative may function in this capacity. 
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NOTE: 
37 or Rule (3-38. 

MSC does not currently engage in municipal securities business as defined in Rule G- 

4.9 DIRECT PARTICIPATION PROGRAMS (DPPs) 

The Representative is responsible for making sure each program has been approved by MSC and 
is blue skyed in the state in which it is being offered (Le., the state in which the client resides). 
Products that have been reviewed and approved by MSC are listed on MSC’s Web site. These 
listings also include the states in which the products are blue skyed. 

Programs may only be offered to clients who meet the suitability requirements defined in the 
program offering documents. The Representative must conduct a careful review of the client’s 
financial status and investment objectives when considering any direct participation program. 
(Details on handling orders are contained in the Operations Manual.) Note: To meet MSC’s 
general suitability guidelines for investment in a limited partnership, a prospective investor must: 
be under 70 years of age, have less than 15% of his liquid net worth in limited partnerships (25% 
of LNW for MSC approved REITS), have a net worth of $100,000 or more, and have an annual 
income of $35,000 or more. Representatives who wish to recommend limited partnerships to 
clients who do not meet all of these criteria should first contact the MSC Compliance Depart- 
ment to discuss suitability for the investment. 

When evaluating a client’s financial condition and investment objectives, Representatives must 
be extremely careful to review with their client the illiquid nature of these investments. The cli- 
ent must be fully aware that the investment is a long-term hold, and that it may be impossible to 
liquidate or, if it is liquidated prior to the projected holding period, a substantial loss would most 
likely be incurred. The liquidity factor with clients close to retirement becomes crucial when 
considering investment alternatives. 

Representatives must be extremely careful to review the client’s total portfolio and percentages 
of each type of investment when considering additional investment recommendations. Represen- 
tatives are to guard against disproportionate allocation recommendations within a client portfolio 
in illiquid investments. 

The sale of products that have not been approved by the Representative’s brokeddealer is a seri- 
ous violation of securities regulations and may be grounds for termination. (Refer Section 8.2). 

No Representative shall participate in any manner, including the capacities of offeror, offeror 
Representative, general or limited partner, issuer, officer, or director, in a private securities trans- 
action, except in accordance with the requirements of NASD Conduct Rule 3040. Prior to par- 
ticipating in any private securities transaction, a Representative must provide MSC with written 
notice regarding such matter, and must obtain written approval to engage in such activity. (Ad- 
ditional information is contained in the “Outside Business Activities & Private Securities Trans- 
action” section of this chapter.) 

There are significant restrictions on secondary limited partnership transactions. MSC does not 
allow “buys” in the secondary limited partnership marketplace without special prior, writ- 
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ten amroval. The policy in dealing with the sale of secondary limited partnership units is as 
fol lows , 

A. MSC conducts this business as an “accommodation” for customers who must liqui- 
date limited partnership units. Therefore, the sale of these units by customers should 
be on an “unsolicited basis.” 

B. The Representative is responsible for the following steps in processing the sec- 
ondary market partnership transaction: 
1. Obtain and document at least three quotes from independent secondary limited 

partnership exchanges, in an attempt to locate the most favorable transaction 
price available to the client. 

2. For units which were initially purchased by the customer throuph the Representa- 
- tive, the Representative must prepare a disclosure letter for the customer’s sig- 
nature, indicating that it is an “unsolicited sale;” that the customer realizes that 
the sale price of the unit may be deeply discounted, yet in his opinion the price 
is fair and reasonable; and that the Representative is not receiving any compen- 
sation for the trade. 

3. For units a customer desires to sell which were not initially purchased through the 
Representative, a nominal commission may be charged by the Representative, 
e.g., 1-2%. This charge must be acknowledged by the customer as fair and rea- 
sonable in the “disclosure letter.” All conditions other than compensation in #2 
above apply. 

4. The trade must be effectuated through a recognized entity/exchange that trades 
these units. (The Operations Department has procedures as to how MSC is in- 
volved in the trade processing.) 

Oftentimes, Representatives ask if they can buy the units from the customer who desires to make 
the sale. When the sale price is fair and reasonable, it appears that such a transaction may be 
harmless. However, there are other factors to consider, especially if the Representative is a reg- 
istered investment advisor. While acting as a fiduciary, there may be some additional conflicts 
of interest that must be addressed. Under such circumstances, the Representative should contact 
the MSC Compliance Department for further guidance. 

Customer Suitabilitv Statement for Direct Participation Proprams. 
This form must be completed and signed by the customer for each limited partnership transac- 
tion. 

4.10 VARIABLE PRODUCTS 
Variable rate insurance products, which include variable life insurance policies and variable an- 
nuities contracts, are considered securities. In order to determine suitability, the Representative 
will need to gather client information that includes, but is not limited to, completion of the MSC 
New Account Form and the Variable Products Client Suitability Disclosure Form. Additional 
suitability considerations are the timely deliver of the prospectus to the client, the use of pre- 
approval of sales literature, brokeddealer disclosure on all public communications, and all other 
securities sales practice requirements discussed in this Manual. 
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A current prospectus should be given to the customer when a variable annuity contract is rec- 
ommended. Prospectus information about important factors, such as fees and expenses and the 
illiquid nature of the product, should be discussed with and understood by the investor. 

Commissions on this product may not be split with another brokeddealer or their Representatives 
without prior written approval from an MSC Compliance Department. Any commission-split 
arrangement agreed to by MSC must be done at the insurance company level and not at the bro- 
ker/dealer level. The other brokeddealer must also be in agreement with the proposal. All com- 
mission payments will be directed to the respected brokeddealers and not to the registered Rep- 
resentative. 

Variable products are a long-term investment and a highly sophisticated security. When review- 
ing and evaluating clients’ financial condition and investment objectives, a Representative needs 
to take into consideration many suitability factors in making a recommendation to a client. Suit- 
ability considerations that should be examined for the sale of variable products are: 
0 a representation by a customer that his or her life insurance needs was already ade- 

0 express preference for an investment over an insurance product; 
e customer’s ability to understand the complexity of variable products generally; 

0 need for liquidity; 
0 time horizons; 

quately met; 

0 willingness to invest a set amount on a periodic basis; 

immediate liquidity need for retirement income; and 
investor sophistication and whether he is able to monitor the investment performance 

0 

0 

of the separate account. 

Representatives must also discuss with and make clients aware of the holding period and that 
there could be penalty and tax consequences with an early withdrawal, liquidity issues and how 
surrender charges may effect investment proceeds, and the cost of insurance as it relates to the 
premium payment. In addition, variable annuities impose many fees that the client should be 
made aware of how and when they would be incurred: 

0 

0 

0 

0 

0 

Surrender Charges - money client will owe if money is withdrawn from the annuity before 

Mortality and Expense Risk Charges - what insurance company charges for taking on the 

Administrative Fees - record keeping and other administrative expenses. 
Underlying Fund Expense - relating to investment options. 
Charges for Special Features - basis point charge for stepped up death-benefit or guaranteed 

specified period. 

risk. 

minimum income benefit. 

If the client has a variable product, the Representative should not recommend that it be replaced 
unless the new variable investment has superior benefits, or improves the customer’s positions. If 
the new contract has essentially the same features and investment selections as the old contract, 
the replacement may be viewed as being made just to generate commissions. The Representative 
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should be able to provide documentation of suitability and the rationale for the replacement if 
requested, otherwise the transaction may be viewed as unsuitable and returned to the client. 

A. Variable Product Customer Suitability Disclosure Form - Over the years, there 
has been a dramatic increase in the sale of variable products. Further regulations 
have been promulgated to protect and inform the investor of variable products. As a 
result of this growth, Mutual Service Corporation has developed new procedures in 
order to improve disclosures to the client and to better determine client suitability for 
the trade. These changes are becoming accepted industry practice. 

In addition to the usual forms to fill out (New Account Form and W-9), Mutual Ser- 
vice Corporation requires that a Variable Product Customer Suitability Disclosure 
Form be completed for all new variable business submitted by the Representatives. 
In addition, transfers fiom a fixed or variable product into a variable product require 
that a Variable Suitability Customer Disclosure Form be completed. Blank forms are 
available on MSC’s Web site and are an integrated part of Advisor On-Line’s order 
entry system. 

The Variable Product Customer Suitability Disclosure Form is to be signed by both 
the client and the Registered Representative prior to the sale, and should be main- 
tained in the client file. It is not to be mailed to Mutual Service Corporation. The 
client should also be provided a copy of the disclosure form to fulfill the obligation to 
advise the client of important fee disclosures and other compliance-related concerns. 
The data from this form is to be entered into Advisor On-Line and then uploaded to 
MSC on a daily basis. 

B. 1035 Exchanges - A “1035 Exchange” is a reference to the IRS tax code section 
1035 that allows an insurance contract to be exchanged for a new life insurance pol- 
icy or annuity contract without paying tax on the income and gains earned. This can 
be of substantial benefit to the client. However, if a client is in a variable product, 
the Representative should not recommend replacement of the current product unless 
the new variable product would provide added benefit to the client. Otherwise the 
replacement may be viewed as being made just to generate a commission. Such con- 
duct is prohibited under NASD rules regarding fair dealing with customers. 

Some of the reasons for a 1035 exchange are: 
0 increase in the number investment options, 
0 less expensive variable product, 
0 enhanced death and living benefits, 
0 client has left plan or the plan has been terminated, and 
0 poor investment returns. 

The client should be informed of any surrender charges he might incur due to the ex- 
change. The client should be informed of how long the new holding period is and 
what the new surrender charges will be. Of other importance is to make sure that the 
client will not be having an immediate or short-term need for the money, because the 
client will now be subject to the new holding period and surrender charges. 
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C. Variable Products Purchased within a Qualified Account - If a client is investing 
in a variable annuity through a tax-advantaged retirement plan, he must be informed 
that there will be no additional tax advantage from the variable product. The Repre- 
sentative should not recommend a variable annuity unless the annuity’s other fea- 
tures, such as lifetime income payments and death benefit protection, are the benefits 
the client is seeking. 

D. Variable Life Insurance Financing - If a client is financing the purchase of a vari- 
able life insurance policy from a loan or cash value of another insurance policy, it is 
the Representative’s responsibility to inform the client of the substantial risk in- 
volved. The Representative must inform the client that there is a chance that both 
policies could be lost due to poor performance of the existing policy. The Represen- 
tative must make clear that, if the existing policy performs poorly, it may not be able 
to make the payment on the new policy. The Representative must also make clear 
that the client may be faced with not only making the payment from another source, 
but that the client will also need to repay the loan from the original policy. 

E. Bonus Credits - Some insurance companies are now offering variable products with 
bonus credit features. These enhanced features promise to add a bonus to the con- 
tract value based on a specific percentage of purchase payments. While this provides 
an immediate return for the client and is often used to offset surrender charges, it may 
carry a downside. The higher expenses may outweigh the benefit of the bonus credit 
offered. The use of this type of product is reviewed regularly by the Compliance De- 
partment’s Trade Review Team for irregularities. 

The client needs to be informed that there are usuallv hipher surrender charpes, 
longer surrender periods, higher mortalitv and expense risk charges, and possi- 
blv other hipher charges associated with the bonus product as compared with 
normal annuity. 

F. Advertising - Many Representatives use promotional material provided by the spon- 
sor companies. The sponsor company should be able to provide information regard- 
ing whether their material has received a NASD comment letter and that it is ap- 
proved for use with the general public. While this may be true, the Representative is 
still required to submit all advertising for use to Mutual Service Corporation for bro- 
keddealer approval. The NASD comment letter from the sponsor should be provided 
to the compliance department to expedite approval. 

Many times a Representative will create his own advertisement containing variable 
product information. Please keep in mind all variable annuity advertising must be 
submitted to the NASD for approval 10 days fiom first use, so it is important that 
sales material be provided to the Compliance Department in a timely manner. MSC 
will make every attempt to complete the review of sales material within a two-day 
timeframe, however certain conditions may result in a longer review period. 
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Hypothetical illustrations must meet several conditions. This is so they will not be 
construed as projections and to ensure that the client is being given a clear under- 
standing in evaluating the facts of the annuity. The illustration may show rates up to 
12% provided that 0% rate are also presented. Such illustrations must reflect the 
costs associated with the variable life product, including ongoing and mortality and 
expense risk charges, administrative costs, and surrender charges. The presentation 
should disclose clearly that it is a hypothetical illustration intended to show how the 
annuity operates and that it does not predict or guarantee investment results. 

Web sites and correspondence are viewed as forms of advertising and, if they contain 
information related to variable annuities, are subject to all advertising rules and regu- 
lations. The advertising section of this manual contains a complete explanation of 
MSC and NASD policies and regulations. 

G .  Supervision of Variable Trades - NASD rules mandate that a Principal reviews a 
blotter of all daily transactions. In an attempt to further enhance the daily review 
process, MSC has developed the Trade Review Team, which reports to the Compli- 
ance Department. The Trade Review Team's mission is to add an additional level of 
review to all transactions that break certain pre-established transaction parameters 
("red flags"). If a transaction is selected as a result of these parameters, it will be re- 
ferred to the Trade Review Team for research and suitability evaluation. 

Items that could cause MSC to examine a variable product transaction in closer detail 
could be, age of client, investments that are a significant portion of the clients in- 
come and liquid net worth, and the total amount of the investment. If the investment 
is an exchange, in addition to the items mentioned, short holding periods and large 
surrender charges, if any, could cause hrther review. 

The Trade Review Team, after daily internal reviews, may do any or all of the fol- 
lowing to complete its investigation: 
0 consult with Marketing Service Department regarding specific features of the 

product being sold, 
contact the OSJBranch Manager and/or Representative for additional informa- 
tion, 

0 review internal records on the client and the transaction, and 
0 review any other client suitability data the Representative can provide. 

If after careful consideration a transaction is deemed to be unsuitable by both the 
Trade Review Team and senior members of the Compliance and Operations Depart- 
ments, the OSJ/Branch Manager and/or Representative will be contacted to discuss 
denial of the transaction. The product sponsor will then be contacted to terminate 
the processing of the transaction. 

Questions or concerns about sales practice issues involving variable products should be di- 
rected to the Compliance Department prior to meeting with the client. 
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H. Policy Delivery - It is customary for variable product sponsors to deliver the contract 
to the representative for their presentation and delivery to the client. It is MSC’s pol- 
icy to require that the representative make all efforts possible to make confirmed de- 
livery of the policy to the client within three (3) business days of receipt. The client 
is allowed a “free-look” period which is outlined in the product’s prospectus (typi- 
cally ten to tifieen days), during which they have the privilege of canceling the con- 
tract for a full refund. Outside of the “free-look” period, if the client wishes to sur- 
render the contract, they will be subject to the CDSC charge and any loss in the mar- 
ket incurred from the date of issue until the surrender date. Should a representative 
fail to deliver the contract in a timely manner and the client chooses to exercise their 
right to a “free-look”, the representative may be required to make up the difference in 
CDSC and /or any market loss. 

4.1 1 LIFE SETTLEMENTS 
1 .  Definition: In its simplest form, a life settlement involves the sale of an in-force life 
insurance policy where the insured is at least 65 years of age, in return for consideration 
greater than the policy’s cash surrender value, and less that the policy’s face amount. 
More specifically, a life Settlement allows a policy owner to sell an existing life insur- 
ance policy to a financial institution in exchange for an immediate lump sum cash 
payment, which is a discounted percentage of the policy’s face value. This cash settle- 
ment represents the present day value of the policy and is determined by considering 
the insured’s estimated mortality (life expectancy) and the associated cost of premiums 
to keep the policy in force for that timeframe. 

2. What it is and What it is Not: The life settlement is a sophisticated financial planning 
tool for older affluent individuals. It is generally for insureds over age 65, with a life ex- 
pectancy of 15 years or less, who have had a change in health but are not terminally ill. 
The face amounts of the life policies used in these agreements tend to be large. Institu- 
tions are the buyers of life insurance policies sold within a life settlement transaction. 
A viatical settlement, on the other hand, is purchased when the insured has a life expec- 
tancy of generally 24 months or less (specific regulations vary by state). Typically, viati- 
cal settlement transactions are on the small side, generally involving face amounts of 
$50,000 or so. A viatical settlement often relies on an individual investor for financing, 
and often times the investor knows the identity of the insured and policyholder. 

3 .  Suitability Requirements: 
Anyone 65 years of age or older who has had a “material” change in health 

A life expectancy of 15 years or less 
A life insurance policy with a minimum face amount of $250,000 
Any type of policy, including term life insurance if it is convertible 

status since the life insurance policy was issued 

4. Providers: MSC utilizes one approved institutional buyer (hndedpurchaser) for life 
settlement transactions; Coventry First. No other life settlement company may be 
called upon to provide this service. Additionally, viatical settlements may not be sold 
by representatives of Mutual Service Corporation, nor may a viatical settlement company 
be engaged to provide consultation. 
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5.00 BRANCH OFFICE PROCEDURES 

5.1 EXTERNAL CONTACTS BY REGULATORY AGENCIES 

Several regulatory agencies perform regular and random inspections of branch offices. When an 
examiner from a securities regulatory agency visits a branch office to conduct an inspection, 
each branch is required to cooperate in furnishing access to any books and records requested. 
Representatives should first be sure to check the examiner’s credentials/identification and then 
direct the examiner to speak first with the branch office compliance Representative (or OSJ prin- 
cipal, when applicable) before conducting the inspection. MSC’s Compliance Department must 
be immediately notified of all inspections performed by a regulatory agency. The branch office 
compliance Representative should request that, upon completion of the examination, the exatn- 
iner conduct an “exit interview” to discuss any problems or concerns. After the inspection has 
been performed, the MSC Compliance Department should be notified of any findings the exam- 
iner may have had. 

All documents and/or correspondence between the branch and a regulatory body should be cop- 
ied to the Compliance Department. Correspondence cannot be sent to any securities regulatory 
agency by a Registered Representative without the prior review and approval of the home of- 
fice’s Compliance Department. 

5.2 MSC BRANCH INSPECTION PROGRAM 

MSC performs regular inspections of all branches. Each branch will be contacted by the appro- 
priate body to schedule a date where specific directions regarding the audit will be given. After 
the inspection has been performed, each branch will receive an Exit Letter to describe all con- 
cerns that were noted. This letter will be sent and, in some cases, the branch may be asked to re- 
spond in writing to the Exit Letter. A response letter is required no later than 30-days after re- 
ceipt of the exit letter. The response should acknowledge all concerns that were noted with an 
explanation of all corrective measures. Significant compliance issues are documented and repre- 
sented to senior Compliance Principals for follow up action, if necessary. Subsequent audits will 
review the items noted in previous years to ensure that all deficiencies have been corrected. 

OSJ Branch Office locations are inspected no less than once a year by the Home Ofice Compli- 
ance staff or their designee. This on-site inspection includes a review of all aspects of branch op- 
erations and a review of sales practices. The OSJ/ Branch Manager must also visit each branch 
office reporting directly to them at least once a year. 

While MSC Compliance has the responsibility to inspect branch office locations, in certain cir- 
cumstances, this requirement may not be met despite all reasonable efforts to complete the re- 
quirement due to unforeseen conditions. In such situations, a Request of Waiver form will need 
to be completed and approved by the Compliance department. All requests must be provided in 
writing to ensure the proper review may be conducted. Offices that join MSC after July 31St 
may not be audited in that calendar year, however, will be added to the required exam cycle for 
subsequent years. 
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Other branch offices are visited on a cyclical basis. These inspections are scheduled annually or 
bi-annually, depending on a number of factors, such as office size, volume of activity, produc- 
tion, complaints or possible known sales practice violations, unusual trading activity, and num- 
ber of Representatives. MSC may elect to schedule a branch inspection every three years if se- 
curities production is very limited. Likewise, if the branch office inspection results in significant 
record keeping or other problems, the branch will be subject to semi-annual inspections at the 
discretion of the Compliance Department or other senior management. 

MSC schedules unannounced branch inspections on a surprise basis, which are conducted by the 
home office compliance staff when appropriate and on an exception basis. MSC reserves the 
right to perform surprise inspections on branch locations. 

5.3 INCOMING MAIL 

An important part of the office supervisory system is the screening of incoming mail. In compli- 
ance with the rules of the various regulatory agencies, it is MSC’s policy that &l incoming mail 
be opened by the manager or by a person designated by the OSJIBranch Manager of the branch 
office. This includes mail addressed to, or to the attention of, Representatives or employees. 

In addition, all Representatives and branch employees must be instructed that mail from custom- 
ers should be addressed only to the MSC home office or to the branch office -- not to residences 
or post of‘fice boxes of Representatives. 

Early detection of possi ble problems and speedy response to complaints are absolutely necessary 
to prevent litigation. Correspondence containing complaints or allegations of improper or irregu- 
lar conduct must be brought to the OSJIBranch Manager’s attention immediately. Correspon- 
dence relating to instructions for the execution of orders (including tenders, execution of rights, 
and conversion privileges) should be opened and time stamped. The correspondence containing 
orders should be distributed promptly and, in the case of absentees, the proper person should be 
notified that an order has been received for entry. The balance of the mail should be sorted, and 
securities and checks must be recorded on the log and forwarded to the proper clearing firm im- 
mediately. 

If this delegated person is not registered with the NASD, a fingerprint card must be submitted to 
MSC in accordance with SEC Rule 17f-2. This delegation letter should contain, but not be lim- 
ited to, specific instructions with respect to the handling of: 
0 cash, checks, stock powers, securities, etc.; 
0 letters of inquiry or complaint from customers; 
0 communications from regulatory authorities; and 
0 correspondence that could indicate potential violations by registered personnel, such as 

selling away, unauthorized discretion, sharing in customer accounts, commingling of 
funds, arrangement of loans, compensation from a source other than MSC, or any corre- 
spondence, etc., that might indicate a Representative having financial difficulties. 

If registered personnel and branch employees do not wish their personal mail to be subjected to 
opening and review by supervisory personnel, they should advise all correspondences other than 
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customers to direct all personal mail to the Representative’s or employee’s home address or post 
office box, not to the MSC branch office. 

5.4 COMMISSION SHARING AND REFERRAL FEES 

There are occasionally questions regarding the circumstances under which commissions can be 
shared with another person. There are a number of aspects, based upon with whom the commis- 
sions are to be shared. 
0 Commissions or fees cannot be shared with any person who is not a Representative. 
0 Commissions or fees cannot be shared with any Representative who is associated with an- 

other brokeddealer without the prior written consent of both MSC and the other bro- 
ker/dealer. Such consent is rare. 
Commissions can be shared between or among Representatives associated with MSC. The 
Commissions Department must be notified of the percentage to be paid to each Represen- 
tative and will arrange for the disbursement. 

0 

Questions also occur regarding the circumstances under which an MSC Representative can pay a 
referral fee to another person or receive a referral fee from another person, such as another Rep- 
resentative or someone who is not a Representative, Le., an attorney or accountant. Referralfees 
cannot be paid or received. 

5.5 GIVING OF GRATUITIES 

MSC’s policy is to refrain from giving gratuities or gifts to individuals, principals, officers, and 
employees of MSC, NASD, the Exchanges, other regulatory bodies, financial institutions, 
newdfinancial information media, non-member brokers and dealers, and service organizations 
doing business with the corporation. This policy shall be interpreted to exclude Christmas gra- 
tuities to service staff members, provided such gratuities are consistent with services rendered. 

Officers and office managers who desire to obtain exceptions for the purpose of giving gifts or 
gratuities to proposed recipients covered by the prohibitions contained in this policy should di- 
rect their written requests to the MSC Compliance Department for prior approval. All requests 
should be in writing and should include the name, position, and organization of the proposed re- 
cipient; the nature and dollar value of the gratuity; and the reason for giving the gift. Approval 
will normally be considered only if the proposed gratuity is in the form of merchandise of a 
value of $1 00 or less. 

It is expected that the selection of proposed recipients and gifts will be governed by good taste 
and judgment, and will be consistent with the relationship between MSC and the recipient’s or- 
ganization. 

5.6 FINANCIAL RELATIONSHIPS WITH CLIENTS 

MSC takes the position that Representatives should avoid entering into financial transactions 
with customers in order to preclude potential conflicts of interest. Under no circumstances may a 
Representative engage in any type of financial relationship or arrangement outside of the estab- 
lished Firm commission structure. Prohibited practices, include, but are not limited to: 
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lending to or borrowing money from a customer; 
pooling funds for investment purposes with a customer; 
sharing in directly or indirectly in the profits or losses of or having any beneficial interest 
in, the account of any client; 
endorsing or guaranteeing loans to a customer; 
participating in the profits or losses in a customer’s account; 
guaranteeing a customer against losses or agreeing to repurchase a customer’s security or 
contract; 
acting as agent for a customer in arranging for financing or any other transaction not di- 
rectly part of the Firm’s business; 
engaging in private securities transactions; 
agreeing to rebate or share any portion of one’s compensation with any other person or or- 
ganization; and 
settling a complaint by making any payment to the customer. 

If a client’s check was inadvertently made payable to the Representative or to an account con- 
trolled by the Representative, the check must be returned immediately to the client. Under no 
circumstances can the Representative deposit a client check into their account. 

5.7 CLIENT FILES 

A client’s securities file should include a current Mutual Service Corporation New Account 
Form (printed via Advisor On-Line) for each account registration. The New Account Form 
should be completed and entered via Advisor On-Line prior to conducting a transaction. If a 
Representative is in a designated OSJ branch office or reports to an OSJ branch office, the 
Branch Manager shall review the blotter of New Accounts opened in the day and approve the 
accounts by evidence of his initials on the blotter or some other format by which evidence of re- 
view is documented. New Account Forms shall not be sent to the Home Office, however the 
signed arbitration agreement and W-9 form is required to be signed by the client and forwarded 
to the Home Office upon account opening. 

Client files should also include the following: 

1. 

2. 

3 .  

Copies of applications for mutual funds, direct participation programs, and variable 
products. 
Copies of any checks or securities received and forwarded -- the same day as re- 
ceived. (It is a violation to hold any checks or securities overnight.) 
If using Advisor On-Line, it is not necessary to print evidence of transaction entry, 
however transactions executed using NetExchange Pro are required to be evidenced 
in client files by a copy of the print screen of the execution. 
Confirmations and statements. Representatives are required to promptly review each 
confirmation and statement for accuracy. The home office should be informed of any 
errors immediately. Confirms and statements may be maintained electronically. 
All correspondence to and from clients, including prospectus receipt forms and 
handwritten notes. Solicitation and recommendation letters require prior approval by 
a designated branch OSJ principal and a home office principal. 

4. 

5 .  
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6 .  

7. 

Any additional documents required by the home office to complete a transaction or a 
new account set-up. 
Any type of client suitability or disclosure forms, including, but not limited to, vari- 
able suitability, mutual fund, and DPP suitability forms. 

Nofe: Each account registration opened for a client requires a separate client file and a separate 
New Account Form. For example, an individual client’s account is considered separate from his 
IRA account and, therefore, requires a separate file. In addition, Representatives should separate 
securities-related account files from any subsidiary business activities files and records, such as 
non-security insurance products or registered investment advisory services, including Special 
CLASS account files. In addition to the above, the Special CLASS client file should include a 
Special CLASS Client Service Agreement, a customer profile form, and all other materials sup- 
porting advice and recommendations. 

5.8 CENTRALIZED BRANCH OFFICE LOGS 

A Daily Trade Log - Each registered branch ofice should maintain a chronological 
Daily Trade Log (Exhibit C) that lists securities orders of all types placed through 
the office. This log assists in the review of the office’s business, tracking of commis- 
sions, and completion of paperwork. It should include the date of the transaction, the 
client’s name, whether the trade was a buy or sell, the dollar or share amount, the 
name of the product, the execution price (for transactions through NetExchange Pro, 
the Representative’s number, and, if desired, the commission amount). If using Advi- 
sor On-Line and NetExchange Pro, transaction blotters should be printed daily for the 
Representative’s files. Together, these two blotters should provide all the daily trans- 
actions for review. Therefore, it is no longer necessary to create a handwritten blot- 
ter, unless a trade is not executed through NetExchange Pro and/or there is a problem 
with any of the programs. 

B. Check Receipt Log - Each office should maintain a chronological Check Receipt 
Log (Exhibit D) that documents all checks received from clients for securities trans- 
actions. This log demonstrates that the Representative is not violating the SEC’s Cus- 
tomer Protection Rule by holding customer funds. This log should include the date 
the check was received, the client’s name, the amount of the check, to whom the 
check is made payable, the date forwarded, the destination, and the initials of the 
processor. A combination of this and the Daily Trade Log, including all the informa- 
tion from both above-mentioned logs, is acceptable. This blotter must still be main- 
tained manually. In a fbture version of Advisor On-Line, this blotter will be incorpo- 
rated into the program so that it too is generated electronically. Client Special 
CLASS account checks should also be recorded on this log. The Representative 
should also continue to maintain copies of client checks in the client file. Checks 
made payable to the Representative may not be accepted. 

C. Securities Receipt Log - Each office should maintain a chronological Securities Re- 
ceipt Log (Exhibit E) on which they record any security accepted from a client. Like 
checks, securities may not be held in the branch office. Under no circumstances 
should certificates be held overnight in a Representative’s office; securities must be 
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forwarded the same day as received by registered mail, return receipt requested (or 
some other traceable carrier). This blotter must still be maintained manually. In a fu- 
ture version of Advisor On-Line, this blotter may be incorporated into the program so 
that it too is generated electronically. MSC suggests that the Representative not ac- 
cept securities, but have clients mail the certificates directly to MSC’s Operations De- 
partment via registered mail, return receipt requested (or via some other form of 
transmission that can be traced). If a Representative accepts securities into his posses- 
sion, and the securities are lost or stolen, the Representative is personally responsible 
for any money lost by the client. 

5.9 CENTRALIZED BRANCH OFFICE FILES 

For office supervision, the NASD requires that the following centralized files be maintained. 

A. Client Complaint File - This file should contain complete documentation of all writ- 
ten complaints and memos of any verbal complaints. Any matter that a Representa- 
tive perceives as a present or foreseeable problem should be documented. From a 
regulatory standpoint, this file is often used to verify a Representative’s awareness of 
a client complaint and the actions taken to resolve the dispute. A copy should be for- 
warded immediately, along with any corresponding documentation, to MSC’s Com- 
pliance Department. Private settlements of client complaints are never permitted. 
Even if there are no complaints filed, a folder titled “Customer Complaints” must be 
maintained in the central files. 

B. Correspondence File - Client correspondence may be kept in a centralized file or 
within the client file. Either way, copies of all security-related client correspondence 
must be maintained. Although most correspondence, such as operational letters, can 
be filed and sent to the client, security correspondence involving solicitations or rec- 
ommendations must be forwarded for review to the OSJ Principal (if applicable), and 
then to the Compliance Department for final review and approval, prior to being sent 
to the client. The file should contain copies of such correspondence showing evi- 
dence of principal approval. The NASD requires that a Representative’s security sta- 
tionery disclose his affiliation with Mutual Service Corporation. Please remember 
that e-mail is considered correspondence and must be maintained in the same manner 
as any other correspondence. 

C. Advertisement File - This file should contain the final approved copy of any sales 
literature or advertisement used by a Representative’s office. MSC must pre-approve 
Representative advertisements and sales literature. Material requiring approval in- 
cludes, but is not limited to, stationery, business cards, advertisements, Web sites, ra- 
dio or television ads, brochures, form letters, etc. After MSC’s Compliance Depart- 
ment approves NASD-acceptable ads, final copies showing evidence of the approval 
is sent to the branch and should be placed in the branch’s central advertisement file. 
All advertising should be submitted approximately two weeks before its intended use 
to allow proper review and approval. Generally, advertisements will be reviewed 
within three business days. For more lengthy and complicated pieces, such as presen- 
tations or Web sites, review may take longer. Advertisements requiring NASD re- 
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view and approval may take even longer. For more information on advertising proce- 
dures, please refer to the “Communications with the Public” section of this manual. 

D. Speaking Engagements File (if applicable) - The content of this file should include 
copies of all approved public speaking activities forms (Exhibit F), along with an out- 
line of the content discussed. Any material used in conjunction with the speaking 
engagement, such as marketing materials, flyers, and advertisements, must be submit- 
ted prior to use. 

E. Branch Examination File - This file should contain copies of any report of exami- 
nation conducted by MSC’s Compliance Department, the NASD, the SEC, or any 
state regulatory agency. If the Branch Office has these records required by an outside 
party, it is important to contact the Compliance Department for guidance. 

F. Cash/Non-Cash Compensation File - This file should contain copies of all ap- 
proved cash or non-cash compensation received by the Representative. Any form of 
cash or non-cash compensation must be submitted to the Compliance Department for 
review using the Cashmon-Cash Compensation Form (Exhibit I) prior to being ac- 
cepted. 
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6.00 COMMUNICATIONS WITH THE PUBLIC 

Communications with the public must be reviewed and approved by the Compliance Department 
and OSJ/Branch Manager (if applicable) prior to use. 

6.1 ADVERTISEMENTS AND SALES LITERATURE 
Regulations involving a Representative’s use of advertisements and sales literature are very 
strict. Exhibit M includes some common disclosures that usually accompany certain sales litera- 
ture and advertisements. This Exhibit should not be considered exhaustive, but should be used 
solely as a reference guide. The NASD defines advertisement and sales literature as follows: 

Advertisements include any material to be used in newspapers, magazines, radio, 
television, telephone or tape recordings, videotapes, signs, billboards, motion pic- 
tures, telephone directories, or other public media, including electronic messages and 
Web sites. 

Sales Literature includes any written communication distributed to the public (in- 
cluding electronic messages), such as circulars, research reports, market letters, per- 
formance reports, telemarketing scripts, form letters, seminar text, and reprints or ex- 
cerpts of any other form of advertisement. Business cards and stationery are consid- 
ered to be sales literature. 

6.2 ADVERTISEMENTS AND SALES LITERATURE APPROVAL PROCEDURES 

Representatives must submit all advertisements and sales literature, including those relating to 
your investment advisory registration, to the Compliance Department to being used. The 
following steps should be followed. 

A. The advertisement must be approved and initialed by the Representative’s designated 
OSJ principal (if applicable). Each piece should be initialed and dated to show proof 
of this review and approval. 

B. After approval by the OSJ, the advertisement must be forwarded to MSC’s Compli- 
ance Department prior to its intended use. It is extremely important to allow ade- 
quate time for review and approval of submissions. All advertising should be submit- 
ted approximately two weeks before its intended use to allow proper review and ap- 
proval. Generally, advertisements will be reviewed within three business days. For 
more lengthy and complicated pieces, such as presentations or Web sites, review may 
take longer. 

Some advertisements may require MSC to submit materials to the NASD for review, 
which currently subjects the Representative to a $75 NASD minimum filing fee and 
may take up to or more than three to four weeks. The NASD offers an express re- 
view service within three days for a fee of $500. Material that must be filed with the 
NASD before use include, but is not limited to, mutual fund materials, regardless of 
whether fund specific; DPP materials; CMO ads; and company-specific variable life 
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or variable annuity presentations, whether in the form of brochures, handouts, or 
newsletter article. 

C. 

D. 

E. 

MSC’s Compliance Department returns a copy of each advertisement, showing evi- 
dence of the review and approval. This copy is to be retained in the branch’s central 
advertising file. If an advertisement has been reviewed and requires changes, it is im- 
portant to make such changes. In this case, a final copy of the advertisement, show- 
ing the changes, must be attached. 

It is very important to remember that while “limited” advertising or sales material 
items may not require filing with the NASD Advertising Department, the Compliance 
Department must review and approve the material before use with the general public. 

Periodically the compliance department may spot check advertising to ensure that 
changes to final versions of ads are made. All advertising is subject to spot checks by 
the Compliance Department to ensure changes have been made on the final version 

Note: The NASD has advised that the following disclosure must be placed on all se- 
curity ads and sales literature. 

“Securities offered through Mutual Service Corporation, 
Member NASD and SIPC” 

6.3 SPONSOR-PREPARED MATERIAL 

With respect to sponsor-prepared material, it should rzever be assumed that the material can be 
used just because it came as part of a sales kit. The NASD may or may not have approved some 
or all of the material. The NASD requires that mutual fund, variable annuity, and limited part- 
nership advertising and sales literature be filed with their Advertising Department. MSC’s pol- 
icy is that the material is to be approved by the Compliance Department prior to use by the Rep- 
resentative. The Representative who wishes to use the material is asked to contact the sponsor 
and obtain the NASD approval letter and forward it to the Compliance Department, along with 
the material. If there is no NASD review letter and the Representative still wants to use the ma- 
terial, it will need to be submitted to the NASD at the Representative’s expense. At least three 
weeks should be allowed for the NASD reply, unless the expedited procedure is used and a fee is 
paid according to the current schedule. MSC has relationships with various money managers in 
order for Representatives to offer their services either through independent Investment Advisor 
registration or through corporate investment advisor registration. Any material provided by 
these managers must also be submitted to the Compliance Department for approval prior to use 
with the public. 

6.4 BUSINESS CARDS AND STATIONERY 

From a legal standpoint, business cards and stationery (including fax cover sheets) present a par- 
ticular problem when a Representative is engaged in several investment-related industries simul- 
taneously (Le., securities, insurance, financial planning, and other registered investment advisory 
work, etc.). It is very important that a Representative not misrepresent his relationship with 
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MSC. Stationery and business cards should reflect the Registered Representative’s registered 
branch office address and should also state: “Securities ojfired through Mutual Service Corpo- 
ration, Member NASD and SIPC. ” Drafts or proofs should be forwarded to MSC’s Compliance 
Department for approval prior to final printing. Approved copies are to be retained in the 
branch’s advertisement file. 

I 6.5 YELLOW PAGES 

I 6.6 REPRESENTATIVE-PREPARED CLIENT STATEMENTS 

In the Yellow Pages, brokeddealer branch offices are normally listed under investment securities, 
mutual funds, and stock and bond brokers. These categories are restricted to registered bro- 
ker/dealers and it is, therefore, inappropriate for any Registered Representative to be listed under 
these headings without disclosing MSC as the brokerjdealer. Drafts should be forwarded to the 
Compliance Department for approval before final printing (with reference made to the sections 
or headings under which the advertisement will be run). 

Representatives who create securities client statements, reports, or holdings summaries should 
have the report format approved by the MSC Compliance Department prior to use. The follow- 
ing guidelines should be adhered to. 

A. The effective date and nature of price or valuation must be clearly defined; e.g., for 
mutual funds, the report must indicate whether NAV or POP is shown; or for illiquid 
securities, such as DPPs, the source of any valuation must be described. Disclosures 
must be complete. The statement should also reflect the following disclosure: 

“The information contained herein is obtained from sources believed to be reliable. 
This information is provided for reference purposes only and no representation is 
made as to its accuracy. In this regard, please refer to the statements provided by the 
sponsor or brokerage firms. Past performance is no guarantee of future results.” 

B. If the statement reflects limited partnership holdings, some or all of the following 
may be called for. 

“DPP investments are shown (for informational purposes) at original purchase 
amount -- not a current value. This does not represent or warrant that a secondary 
market exists for these units, or that they could be sold for the amount shown. Sec- 
ondary (resale) markets, if any exist, generally deeply discount such units. In addi- 
tion, it is impossible to determine the actual return on a limited partnership invest- 
ment until all of the assets within the partnership have been sold and the proceeds 
have been distributed to the investors.” 

C. Brokeddealer disclosure should be included: 

“Securities offered through Mutual Service Corporation, 
member NASD and SIPC.” 
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D. Report software, provided by third parties, should be reviewed and approved by 
MSC’s Compliance Department, particularly when it involves the sale of securities or 
the offer of advisory services. Representatives are advised that the use of some of 
this software with the public may trigger investment advisory registration require- 
ments. 

6.7 INTERNET COMMUNICATIONS AND WEB SITES 

The use of the Internet to communicate electronically by e-mail, bulletin boards, chat rooms, and 
Web sites may be viewed as correspondence, public forums, advertising, or sales literature. 
These methods of communication are covered under the NASD Conduct Rules if they involve 
securities products or services, and are subject to review and approval by the Compliance De- 
partment. 

It is important to understand that the compliance responsibilities remain the same, regardless of 
whether the communication is via the Internet, face-to-face discussions, advertising, or written 
correspondence with the public. Currently there are no “separate rules” in use for preparing ad- 
vertising material for the Internet, but special care should be exercised. Internet material is sub- 
ject to the same standards and review procedures as other forms of advertisement and sales mate- 
rials. Approval of Internet material should be maintained in your advertising file and available 
during branch inspections. Any changes to a Web site must be submitted to Compliance for 
approval prior to going live. A Web site amendment log (Exhibit J) should be maintained and 
contain an entry for each change made to a Web site after its initial review and approval. 

For more information and guidance on the important compliance issues relating to the uses of 
Internet, the MSC Compliance Department should be contacted. The following points should be 
considered when preparing Internet material. 

A. Web site review requires the Representative to print a hard copy of the entire Web 
site, along with any links or articles, for proper review and approval. The only ex- 
ception may be companies that MSC’s Compliance Department agrees to review via 
electronically. AAer MSC’s review, the Representative will receive an approved 
hard copy from the Compliance Department to be maintained in the branch’s adver- 
tisement file. 

B. Internet communications pose special licensing issues due to the accessibility to the 
public across jurisdictional lines. Disclosure must be included regarding securities 
state registration. 

“Information relating to securities is intended for use by individuals residing in (list 
states securities licensed) only.” 

C. If a Registered Investment Advisor, disclosure must be included regarding advisory 
state registration. 

“Investment advisory services may be offered through this Web site to residents of 
(list states advisory registered) only.” 
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D. The Web site must include the brokeddealer disclosure. 

“Securities offered through Mutual Service Corporation, 
member NASD/SIPC” 

E. The use of current information is extremely important. Outdated information runs a 
high risk of being inaccurate and may mislead investors. 

F. Linking to other sites is a concern, because other sites may contain misleading or in- 
correct information. A link disclosure should be on pages that contain a link to other 
sites. 

“In this section, you may be leaving {name of Web site) Web site and you will be 
viewing material from other Web sites that may not be regulated by NASD and SEC. 
Information in this section is not to be considered a recommendation or an offer to 
purchase any product. Although the information provided herein has been obtained 
from sources believed to be reliable, we make no representation as to its accuracy or 
completeness and it should be relied upon as such. (Name of Web site) and Mutual 
Service Corporation accepts no liability for any direct or consequential loss arising 
from any use of this information or its contents.’’ 

6.8 PUBLIC SPEAKING 

When a Representative plans to discuss the sale of securities at any public gathering (i.e., semi- 
nar, radio, or television show), the discussion must be outlined and forwarded to MSC’s Compli- 
ance Department for review and pre-approval. An MSC Speaking Engagement form (Exhibit F) 
must be completed and forwarded to the home office. During the presentation, the Representa- 
tive must not deviate from the prepared outline. Any securities-related sales literature or hand- 
outs to be distributed, as well as any slides, advertisements, or invitations, must be forwarded to 
MSC’s Compliance Department for pre-approval. Prospectuses should be distributed at seminars 
if a specific product is discussed. Additionally, the brokerldealer affiliation with MSC should be 
clearly disclosed 

6.9 REVIEW OF CORRESPONDENCE AND USE OF E-MAIL 
All written correspondence and electronic communications relating to securities products and 
services are subject to review and approval by a securities principal. Certain types of communi- 
cation must also be filed with the NASD Advertising Department for review and approval. The 
context and nature of the communication must be reviewed to determine the level of review nec- 
essary for approval. The following are general guidelines to be followed when communicating 
with the public through direct correspondence. 

A. Outgoing correspondence. Pre-approval is required for all correspondence (includ- 
ing electronic mail) initiated by a Representative, which pertains to the recommenda- 
tion or solicitation of securities products. An OSJ Principal and the Compliance De- 
partment must provide approval prior to mailing. Initialing and dating the approval 
directly on the communication and retaining it in the client files and/or a correspon- 
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dence file shall evidence this approval. A post-review may be conducted on all other 
types of correspondence during the OSJ and/or branch office audit. Copies of such 
correspondence are to be retained for a period of not less than three years. 

B. Incoming correspondence. Proper review of incoming correspondence is also very 
important. A single person should be designated in the branch office to open and re- 
view all incoming correspondence. Incoming correspondence should not be given to 
each Representative. The person reviewing incoming correspondence does not need 
to be registered; however they should have fingerprints on file with MSC. The per- 
son reviewing the incoming correspondence should report all client complaint matters 
to the appropriate principal immediately. Reporting compliance matters to MSC’s 
Compliance Department in a timely fashion is not only important under NASD regu- 
lations and internal procedures, but is also necessary to ensure that E&O insurance 
coverage is granted. Processing the receipt of client checks within client correspon- 
dence is another significant review procedure. All client checks must be forwarded 
from the branch within a 24-hour period and posted to the branch’s check receipt log. 

C. Electronic Mail. It is important to understand that e-mail is considered correspon- 
dence, and is subject to the same review procedure as other types of correspondence. 
Again the OSJBranch Manager should be advising the representatives NOT to send 
e-mail to clients from a computer without providing a copy for his prior review. MSC 
procedures require that copies of all e-mail correspondence be maintained in the cli- 
ent’s file and are available for review. Please review the Compliance Manual for a 
more complete review of correspondence review procedures. 

MSC’s incoming mail is under the supervision of the Operations Department. All mail is opened 
immediately upon receipt to assure that all securities and checks are promptly forwarded to the 
proper Operations area for processing and that client complaints or regulatory inquiries are 
promptly routed to the Compliance Department. All branch mail is opened by the compliance 
Representative or his designee, who follows the same procedures as the home office. 

6.10 INSTANT MESSAGING 

MSC prohibits the use of Instant Messaging with securities clients. Unlike e-mail, which can be 
stored for record keeping purposes, instant messaging cannot be stored. Please contact the Com- 
pliance Department if you have any questions regarding this policy. 

6.1 1 VARIABLE INSURANCE COMMUNICATION GUIDELINES 

The sale of variable life insurance requires delivery of a prospectus and illustration. Illustration 
software or printouts are provided by MSC Representatives to their clients in an NASD- 
approved format, and must be delivered in their entirety, with no highlighting or other emphasis 
added. Any other material designed to accompany or support the illustration and prospectus 
must be pre-approved by MSC’s Compliance Department. NASD filing is often also necessary. 
The guidelines established for communications about variable products specifically include not 
only the items discussed above, but also individualized communications, such as personalized 
letters and printed or on-screen computer illustrations. 
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In light of the complexities and unique nature of variable products, it is essential that potential 
investors understand what they are being offered. NASD rules and MSC policy require commu- 
nications concerning variable products to clearly identify the product, In order to prevent confu- 
sion in sales material, no statement or presentation may indicate or imply that the product offered 
or its underlying account is a mutual fund. Although variable product separate accounts may ul- 
timately be invested in mutual funds, there are significant material differences between a variable 
product investment and a direct mutual fund investment. 

As products with potentially substantial tax penalties and charges for early withdrawal, variable 
products must not be presented by MSC Representatives as short-term, liquid investments. Any 
discussions or presentations concerning liquidity or accessibility to investment values must be 
balanced by disclosure of the impact of early withdrawal, such as sales loads, tax penalties, and 
potential loss of principal. Additionally, regarding the liquidity of variable life insurance prod- 
ucts, a balanced presentation requires a discussion of the impact of loans and withdrawals on 
cash values and death benefits. 

Guarantees by insurance companies, such as minimum death benefit, a schedule of annuity pay- 
ments, or a fixed return on the investment account, all depend on the claims-paying ability of the 
issuer and, thus, must not be exaggerated. Representatives are prohibited from representing or 
implying that the investment return or principal value of the separate investment account is guar- 
anteed, or that an insurance company’s financial ratings apply to the sub-accounts. 

Variable life insurance allows purchasers to combine life insurance coverage and tax-deferred 
accumulation of excess premium payments in one contract. Because such products are designed 
to serve both insurance and investing needs, communications about these products must provide 
a balanced discussion of these features. However, because single-premium variable life insur- 
ance is predominantly designed to meet investment needs, communications with the public may 
emphasize the investment features of this product as long as an adequate explanation of the life 
insurance feature is given. 

Hypothetical illustrations of variable life insurance products using assumed rates of return may 
be used to show how performance of the underlying investment accounts could affect the policy 
cash value and death benefit, but may not be used to predict or project investment results. 

All illustrations must show a hypothetical 0% gross rate of return, and may show any additional 
combination of rates of return up to and including a gross rate of 12%, although Representatives 
are cautioned to choose a rate that is reasonable given current market conditions. All illustra- 
tions of rates of return must reflect maximum charges, though illustrations may reflect current 
charges in addition to maximum charges. 

Clear disclosure must precede any illustration that explains the purpose and hypothetical nature 
of the illustration. It is potentially misleading and generally inappropriate to compare a variable 
life insurance policy with another product, including variable annuity, because the purpose of 
such a comparison exceeds the purpose of illustrating how underlying investment account per- 
formance affects the policy cash value and death benefit. It is, however, permissible to use a hy- 
pothetical illustration comparing a variable life policy to a term policy with the difference in 
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premium invested in a side product, where the sole purpose of the comparison is to demonstrate 
the concept of tax-deferred growth as a result of investing in the variable product. In order for 
such a comparison to be balanced and complete, the comparative illustration must: use a rate of 
return no greater than 12% (or reasonable rate given market conditions); use the same rate of re- 
turn for the variable product and the side product; deduct the same fees as those deducted from 
the required prospectus illustration; illustrate the side product using gross values that do not re- 
flect the deduction of any fees; and not characterize the side product as any specific investment 
or investment type. 

These guidelines should be adhered to in creating any variable product sales material, and their 
use does not preempt the required MSC Compliance Department (and often NASD) formal ap- 
proval process. 

In addition, any variable product advertisements or sales literature needs to be submitted to the 
insurance company that the product is sold through for their approval. Evidence of their ap- 
proval needs to be submitted to the Compliance Department. 

6.12 MUNICIPAL SECURITIES ADVERTISING AND SALES MATERIAL 

Each item of advertising and sales literature will be approved by a municipal principal prior to 
- use by the Representative. Evidence of approval should include the name of the person prepar- 
ing the ad, a principal’s initials, and the date of the review written on a copy of the ad or its pro- 
totype. Advertisements should be reviewed for misleading or inaccurate statements. 

6.13 OPTIONS ADVERTISING AND SALE MATERIAL 

Each item of advertising and sales literature will be approved by an option’s principal prior to 
- use by the Representative. Evidence of approval should include the name of the person prepar- 
ing the ad, a principal’s initials, and the date of the review written on a copy of the ad or its pro- 
totype. Advertisements should be reviewed for misleading or inaccurate statements. 

6.14 PROHIBITED BUSINESS PRACTICES 

The principal purpose for requiring pre-approval of all public communications is to assure that 
there is no inducement of sales through misleading information. The offering of a security may 
not be made without the client first receiving a prospectus, circular, or memorandum that in- 
cludes sufficient information for the client to evaluate the security. Despite the existence of a 
prospectus, any verbal representations made by a Representative during a presentation are 
deemed as “sales literature” and, therefore, should not include any information that could mis- 
lead the client. 

Representatives should obtain a signed Prospectus Receipt form (Exhibit G) from their clients 
each time a mutual h n d  or variable product prospectus or direct participation program memo- 
randum is delivered. 

Some specific prohibitions of activities by the Representative with regard to general sales prac- 
tices, whether communicated verbally or written, are as follows. 
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A. A prospectus or other sales literature should not be altered by underlining, highlight- 
ing, adding, or deleting. This prohibition extends to the addition of the Representa- 
tive’s name and address (unless a particular piece of sales literature calls for this to 
be done). 

B. It should not be represented or implied that the prospective purchaser will receive any 
specified rate of return on his investment or that he will receive a continuous, de- 
pendable, or liberal return. In fact, gc~ representations with respect to the invest- 
ment’s future performance should be made, except to indicate the investment objec- 
tives as outlined in the prospectus and to give past performance statistics, if available. 
It should be stated that: “Past performance is not necessarily indicative of future re- 
sults.” Some fixed-income investments have fixed rates that should be disclosed to 
clients, with an explanation of the type of yield shown. 

C. It should not be represented or implied that registration of the security with the SEC 
or any other governmental body means that the security is a suitable investment, the 
facts contained in the prospectus are absolutely as stated, or the management of the 
issuer is supervised by such governmental body. The words “approved” or “guaran- 
teed” should never be used with respect to a security. 

D. There should be no claim that the prospective purchaser will be receiving “expert” 
management or any other claim regarding the ability of the issuer’s management ex- 
cept to say, in appropriate situations, that by agreement the investment will be pro- 
fessionally managed. 

E. It should never be indicated that fiduciaries, trustees, or other “people in the know” 
are purchasing or have purchased the investment being offered. 

F. The phrase “dollar averaging” should never be used with respect to any plan of con- 
tinuous investment in the shares of an investment company. The SEC strongly ob- 
jects to this. The phrase “dollar averaging’’ may be used, but, in doing so, it 
must be pointed out that the discontinuance of the purchase of the security prior to 
the completion of the plan may detract from the benefits otherwise hoped to be de- 
rived from the “dollar cost averaging.” 

G.  Reprints of articles about securities should not be used, even though they have been 
previously distributed by others, unless they are submitted to the MSC Compliance 
Department for approval. 

H. There are specific requirements when using testimonials in communications with the 
public. The Compliance Department must be contacted before preparing any com- 
munications that include testimonials. Generally, MSC does not permit testimonials. 

I. The MSC Mutual Interests newsletter or other internal memorandums are for internal 
use only and should not be given to clients or vendors. 
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7.00 CONDUCT OF BUSINESS 

7.1 
Financial arrangements between Registered Representatives and clients are not permitted. Such 
prohibited arrangements include, but are not limited to: 

PROHIBITED FINANCIAL PRACTICES INVOLVING CUSTOMER ACCOUNTS 

A. Any sharing of profits or losses in a client account, including participation by a Rep- 
resentative in a partnership or investment club account, or even a joint account with 
anyone other than members of the Representative’s immediate family. 

B. A private settlement of a client’s claim. The MSC Compliance Department must be 
informed of any complaint or claim from a client, and must review and approve the 
resolution. 

C. Giving or receiving gifts or gratuities of any kind (unless the client is a relative or the 
gift is on an occasion which is customarily observed, such as a birthday or Christmas, 
and the value does not exceed what is customary, reasonable, and proper under the 
circumstances). 

D. Once a commission has been charged, a Representative is prohibited from rebating 
back to the client any portion of that commission. , 

E. Commingling of hnds or securities with customers is strictly prohibited. Customer 
checks can never be made payable to the Representative or any of the Representa- 
tive’s business entities. 

F. The Representative is prohibited from borrowing money or securities from any client, 
or arranging for any personal financing for clients. 

7.2 PROHIBITED PRACTICES INVOLVING REPRESENTATIVE ACCOUNTS 

A. No extensions or prepayments are permitted in the Representative’s personal broker- 
age account. 

B. Personal transactions may not be timed to precede orders solicited from customers. 
Under no circumstance may a Representative receive a better execution price than the 
client on similar trades placed on the same day. Representatives should not trade to 
the contrary of any advice he is offering to his clients. 

C. Representatives may not trade in their personal account on information produced or 
provided by MSC prior to receipt of such information by MSC’s clientele. 
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Representative’s personal purchase of “hot issues” is prohibited, and no Representa- 
tive may purchase a stock on an initial public offering until all public customers have 
been satisfied. Hot issues are defined as securities of a public offering that trade at a 
premium in the secondary market whenever such trading commences. This prohibi- 
tion extends to all Registered Representatives’ personal brokerage accounts, whether 
held at MSC or any other brokeddealer. 

D. 

E. All MSC Representatives are required to send to the MSC Compliance Department 
duplicate copies of any personal brokerage account statements for accounts held at 
other brokeddealers. 

7.3 OTHER POLICIES AND PROHIBITED PRACTICES 

A. 

B. 

C. 

D. 

05/17/05 

Personal Mail - MSC’s letterhead should not be used for personal correspondence, 
nor should Representatives use MSC’s address to receive personal mail. Regulations 
require the OSJ Principal or compliance Representative to supervise correspondence. 
He is, therefore, responsible for opening and reviewing any mail addressed to the of- 
fice, regardless of whose name appears on the envelope. Once a Representative’s 
registration with MSC is terminated, the Representative must immediately destroy all 
stationery, forms, documents, etc. which reflect MSC’s name or infer that the Repre- 
sentative is still associated with MSC. At no time should stationery which reflects a 
Representative’s affiliation with MSC be used in a manner that misleads or misrep- 
resents the client’s and/or the Representative’s affiliation with MSC. 

Indemnification for Violations - If MSC experiences monetary losses or is dam- 
aged in any way as a result of a Representative’s or Registered Principal’s failure to 
adhere to any rules or regulations of MSC or any regulatory agency, it shall be 
deemed the responsibility of the Representative and/or the Registered Principal to 
satisfy all losses. The satisfaction of payment shall be obligatory whether or not the 
Representative or Registered Principal is currently registered with MSC. MSC is en- 
titled to reduce commissions to the Representative and/or Registered Principal or 
may seek such payment directly from the person(s) responsible. 

Non-Authorization to Bind - The Representative may not act as agent for MSC in 
any capacity unless the Representative has received specific authority to do so, in 
advance and in writing, by MSC’s management. The Representative may not bind 
MSC or enter into any agreements, personal promissory notes, or contracts, written 
or verbal, without such advance authority. The Representative is not authorized to 
incur expenses on MSC’s behalf, or to remit billings to MSC for any expense the 
Representative may incur or may have incurred, unless specific advance permission 
has been obtained. 

Tax Advice - MSC cannot assume responsibility for advising clients on their tax 
situations or problems. Because of the complexity and frequent changes in the tax 
laws, any client seeking any form of tax advice should be advised to consult his at- 
torney, CPA, or other qualified tax advisor. 
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E. Non-Public Information - Any non-public material information which is obtained 
by an MSC Representative from a corporate official or other insider, or from anyone 
who has access to such information, such as an attorney, banker, or accountant, must 
not be divulged or used as a basis for recommendations concerning any security. 
Any such information is considered “insider information” and must be reported to 
MSC’s Compliance Department. (Refer to the “Detecting and Preventing Insider 
Trading” section in this chapter for additional information.) 

F. Circulation of Rumors - No Representative or associated person shall in any man- 
ner circulate rumors of a sensitive nature that might affect market conditions. This 
rule does not prohibit discussion of unsubstantiated information widely published or 
broadcast by public media, provided its source and unverified nature are disclosed. 
However, all Representatives and associated persons must avoid misrepresentation 
by making statements that have no factual basis or relying on unfounded information 
to make recommendations. 

G .  Signatures by Clients - The Representative bear the responsibility and accept any 
liability for false signatures or forgeries and for any problems or controversies which 
may result from any questions regarding a client’s authority to sign any documents 
which pertain to business transacted through MSC. The Representative is prohibited 
from signing a client’s name on any document, whether such action is taken with or 
without the client’s knowledge or consent. 

H. ERISA Requirements and Considerations - The Employee Retirement Income 
Security Act of 1974 (ERISA) and its subsequent amendments have important con- 
sequences for all persons who have responsibility over or transact business with pen- 
sion and profit sharing plans sponsored by employers for their employees. ERISA 
imposes additional duties on fiduciaries and makes them personally liable for failure 
to discharge their responsibilities properly. A fiduciary is defined as anyone who 
exercises any discretionary authority or discretionary control over the management 
or investment of the plan’s assets. Individuals may be classified as fiduciaries if they 
render investment advice for a fee or for any other compensation. 

All fiduciaries must adhere to the so-called “Prudent Man Rule,” which states that 
the fiduciary must act “with the care, skill, prudence, and diligence under the cir- 
cumstances then prevailing that a prudent man acting in a like capacity and familiar 
with such matters would use in the conduct of an enterprise of a like character and 
with like aims.” 

The ERISA act states in detail the fiduciary responsibilities, prohibited transactions, 
and civil liability for losses to pension or profit sharing plans resulting from breach 
of fiduciary responsibility or breach of the “Prudent Man Rule.” 

Recent court cases have held that a brokerage firm and its brokers could be deemed 
fiduciaries under ERISA because of the activities of its Representatives with respect 
to an ERISA account. In one case, the court held that a Registered Representative 
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“who is effectively and realistically in control of the assets” of an ERISA account 
could be regarded as a fiduciary under ERISA. 

Thus, a Representative could be considered legally to be a fiduciary under ERISA if 
the Representative conducts business or handles an account in a particular way that 
could be construed as controlling the assets of a retirement plan. If so, a Representa- 
tive or financial planner may become personally liable for failure to discharge their 
fiduciary responsibilities properly. Given the fiduciary role that is part of any in- 
vestment advisory relationship, advisors are strongly urged not to establish relation- 
ships with ERISA subject accounts when they act as both advisor (for a fee) and reg- 
istered Representative. A significant potential liability exists because of the apparent 
conflict of interest. 

MSC cannot assume fiduciary responsibility for accounts brought to the firm by 
Representatives. Should MSC be held or construed to be a fiduciary under ERISA 
because of the activities of one of its independent contractor Representatives, MSC 
holds the Representative responsible for any damages or liability that may result. 
Consequently, it is important that all Representatives exercise special care and gain a 
full understanding of the implications of ERISA, and of their responsibilities under 
ERISA laws. Upon request, the home office can assist the Representative in ac- 
quainting himself with the ERISA laws. 

I. Business Transactions with Client - Entering into any business transaction with a 
client without the specific written approval of MSC’s Compliance Department is 
prohibited. 

J. Avoidance of Customer Losses - Agreeing to re-purchase at some future time a se- 
curity from a client, or guaranteeing or representing in any way that the Representa- 
tive or MSC will protect any customer against loss in any account or on any transac- 
tion, is prohibited. 

K. Client Loans - Registered Representatives are prohibited from borrowing funds or 
securities from clients, or loaning funds or securities to clients. 

L. Churning - Causing and/or inducing trading in a customer’s account which is exces- 
sive in size or frequency in view of the customer’s financial situation and needs is 
prohibited. 

M. Forwarding money, confirmations, or account statements to a person or entity other 
than the customer, or to an address other than that of the customer, is prohibited. 
The MSC branch office may not be the address of record on any customer accounts. 

N. Cold Call Procedures - High-pressure sales techniques, including concentrated and 
extensive unsolicited telephone calls to prospective customers, may not be em- 
ployed. A “do-not-call” list of individuals who have requested no telephone solicita- 
tion must be maintained in every branch that conducts cold calling. 
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Abusive communications between representatives and the public, customer, or asso- 
ciated persons of other brokeddealers is inconsistent with the industry-wide require- 
ment that calls for high standards of commercial honor and just and equitable princi- 
ples of trade. Representatives shall not engage in communications with customers 
that constitute threats, intimidation, the use of profane or obscene language, or calling 
a person repeatedly on the telephone to annoy, abuse, or harass the called party. 

Recent FTC regulations and subsequent NASD clarifications require the following 
procedures of all persons who use telemarketing/cold calling. The NASD defines a 
telephone solicitation as “the initiation of a telephone call or message for the purpose 
of encouraging the purchase or rental of, or investment in, property, goods, or ser- 
vices, which is transmitted to any person”. If a phone call is made for administrative 
reasons, it will not be considered a telephone solicitation. 

Any representative who is involved with cold calling of clients to follow these proce- 
dures: 

Telephone solicitations may only be conducted between the hours of 8 a.m. to 9 
p.m. local time of the call recipient unless there is an established business 
relationship, expressed written permission has been received from the person 
allowing a call to be made outside the applicable time frame, or if the person 
called is a broker or dealer. 

The following information must be given to the call recipient: 1. The identity of 
the caller and the member firm. 2. The telephone number or address at which the 
caller may be contacted. 3. That the purpose of the call is to solicit the purchase 
of securities or related services. 

Each branch office is required to maintain its own separate do not call list. Any 
person that asks not to be contacted in the future should be placed on the list 
immediately. 

A search must be conducted on the National Do-Not-Call List. Any number 
found on the list cannot be contacted. It is the responsibility of the registered 
representative that is engaging in cold calling to obtain access to the National Do- 
Not-Call Registry. 

The following are considered exceptions to using the Do-Not-Call list: 
If there is an established business relationship with the person being called, the 

National list does not need to be referenced. However, if the person requests to 
be placed on your firm’s do not call list, the established business relationship is 
terminated. An established business relationship is considered present if the 
person has had any account activity or has any security position or money balance 
with MSC or Pershing, or if MSC is the brokerjdealer of record in the previous 18 
months immediately preceding the date of the call. 

If the call recipient provides prior express written consent, then the national list 
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does not need to be referenced. The consent must be a signed, written agreement, in- 
cluding the number that can be called. 

If there is a personal relationship with the call recipient, the national list does 
not need to be referenced. Personal relationships may be between a family 
member, friend, or acquaintance that would normally expect a call from you. 

If the nature of the call is administrative only. 

ACCESS TO NATIONAL DO-NOT-CALL REGISTRY 

It is solely the responsibility of the registered representative conducting cold calling to 
gain, maintain and utilize the Do-Not-Call Registry. During Branch Audit reviews, these 
activities will be reviewed. 
Data for up to five area codes will be available for free. Beyond that, there is an annual 
fee of $25 per area code of data, with a maximum annual fee of $7,375 for the entire U.S. 
database. Violations of these rules may be subject to fines of up to $1 1,000 per violation. 
The best way to avoid violations is to make sure anyone in your of’fice making cold calls 
has access to the rules, the Do-Not-Call List, and understands the cold calling procedures. 

0. SIPC coverage - MSC Representatives are cautioned against stating or implying that 
SIPC provides insurance against the loss of a customer’s investment. The sole pur- 
pose of SIPC is to protect customers against losses to their account that result from 
the financial failure of a brokeddealer or clearing firm (e.g., MSC or Pershing). 
SIPC insurance does not insure against market-related investment losses or losses 
related to misrepresentations by MSC or its employees, nor does it guarantee 
against the bankruptcy or default of the issuer of an investment security purchased 
by the investor. In other words, SIPC is not a guarantor of the value of a security in 
the manner that the U.S. government is the guarantor of the face value of U.S. 
treasury securities. Any representation to the contrary by MSC Representatives is 
grounds for dismissal. 

P. MSRB Rules G-37 and G-38 govern political contributions. MSC Representatives 
are prohibited from making political contributions to Municipal issuer officials or 
payments to political parties with the intent of receiving negotiated municipal secu- 
rity business within two years of such contribution. Therefore, MSC’s Compliance 
Department must be notified in writing immediately of any political contributions 
from any Representative considering municipal security business. The term “con- 
tribution” is defined as any gift, subscription, loan, advance, or deposit of money or 
anything of value made to the political entity for municipal security business. MSC 
is required to file with the NASD, no more than 30 days after the end of each quar- 
ter, any reportable political contributions from MSC to government officials who 
may have authority to appoint officials of an issuer or have direct or indirect re- 
sponsibility and/or can influence the outcome of hiring broker/dealers for municipal 
securities business. MSC presently does not underwrite municipal securities nor 
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hire outside consultants to retain municipal securities business from an issuer. Any 
violation is subject to fines, suspensions, or bar. 

Q. Registered Persons Acting as Purchaser Representatives - Regulatory authorities 
have adopted regulations and promulgated rules concerning the application of 
Regulation D under the Securities Act of 1933. 

Rule 506 provides an exemption from registration under the 1933 Act for an issuer 
of restricted securities (particularly limited partnerships) if the offering has more 
than 35 purchasers who are non-accredited investors. In order to qualify under 
Rule 506, the issuer of securities must reasonably believe, prior to making the sale, 
that the non-accredited investors, either alone or with their “Purchaser Representa- 
tives,” understand the merits and risks of the particular investment. Rule 506 re- 
quires that an issuer of securities be sure each purchaser meets certain standards of 
sophistication. The rule provides for the concept of a “Purchaser Representative” 
so that unsophisticated purchaser may participate in the offering if a Purchaser Rep- 
resentative is present and has evaluated the investment. 

The term “Purchaser Representative’’ refers to a person who acts on behalf of a 
non-accredited investor who does not represent himself as being sophisticated 
enough to evaluate a proposed investment. More specifically, SEC rules require 
that the Purchaser Representative possess “such knowledge and experience in fi- 
nancial and business matters that he is capable of evaluating, alone, or together with 
other Purchaser Representatives of the purchaser, or together with the purchaser, 
the merits and risks of the prospective investment.” Further, the rules require that 
the investor acknowledges the existence of his Purchaser Representative in writing, 
and the rules require that the Purchaser Representative disclose to the purchaser in 
writing, prior to his being retained, any material relationship between himself or his 
affiliates and the issuer or its affiliates, or any relationship that has existed at any 
time during the previous two years, as well as any compensation received or to be 
received as a result of such relationships. 

The rule prohibits certain people from serving as Purchaser Representatives. These 
include any affiliate, director, officer, or other employee of the issuer, or any bene- 
ficial owner of 10% or more of the securities or 10% or more of the equity interest 
in the issuer. 

The proof of purchaser representation from the purchaser, and the Purchaser Repre- 
sentative disclosure to the investor, must both be in writing. The disclosure re- 
quirement was included so that the purchaser is given an opportunity to consider 
any conflicts of interest that the advisor may have in the transaction. Finally, the 
Purchaser Representative is required under the rule to act only “in the interest of the 
purchaser.” 

Individuals who are Representatives or Registered Principals of MSC may be asked 
to serve as a Purchaser Representative from time to time. Therefore, it is essential 
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that Representatives be aware of the rules of MSC’s with respect to its Representa- 
tives acting in such a capacity: 

1. MSC does not prohibit any Representative from acting as a Purchaser Repre- 
sentative, except that: 
a. A Representative or Principal may only act as a Purchaser Representative 

in his capacity as an individual or through his own corporate entity. 
That is, with respect to his activities as a Purchaser Representative, he 
must not represent that he is acting on MSC’s behalf. In order to make 
this clear, MSC requires that the Representative provide the client with a 
written statement that he is not functioning in any capacity with MSC 
when he acts as a Purchaser Representative. Under no circumstances 
should any compensation in payment for services as a Purchaser Repre- 
sentative ever be made payable or directed to MSC. 

b. A Representative may not act as a Purchaser Representative in any capac- 
ity with respect to a transaction if he is also receiving a sales commis- 
sion (or any other kind of sales compensation), directly or indirectly, as 
a result of the transaction. For example, an MSC Representative cannot 
act as a Purchaser Representative for a client who is buying a private 
placement through the Representative or through any affiliate or busi- 
ness colleague of the Representative. 

2. A Representative (or his affiliate) may not act as a Purchaser Representative 
and collect a fee for doing so unless he (or his affiliate) is registered as an In- 
vestment Advisor with the SEC under the Investment Advisers Act of 1940 
and/or under any applicable state regulations. 

A Representative who chooses to act as a Purchaser Representative is respon- 
sible not only to act within the rules outlined above, but also to become com- 
pletely familiar with the rules and regulations of the SEC, NASD, and other 
regulatory authorities which pertain to acting as a Purchaser Representative, 
and to act in a manner consistent with them. 

This material is designed to be an overview of the regulations. Since this is a 
very technical area, the Representative should not rely solely on this overview 
as a final authority. If a Representative has further questions, he should consult 
a securities law attorney. 

S. Viatical Settlement - This type of arrangement enables a person facing a life- 
threatening illness to sell his life insurance policy for cash. This sort of outside busi- 
ness activity is not approved by MSC. However, life settlements are permitted only 
through MSC’s approved “funder”, Coventry First. 

T. Investment Advisory Activity. No Registered Representative may accept any em- 
ployment or render any investment advisory service for a fee without prior discussion 
with proper regulatory registration and notification to MSC’s Compliance Depart- 
ment. 
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U. 

V. 

w. 

Officer and Director Capacities. Directorship on any other corporation, whether 
publicly or privately held, must be reported to MSC’s Compliance Department for 
prior approval. 

Sharing Branch Office Space. No Registered Representative may share office space 
with Representatives who are registered with other brokeddealers except as approved 
in writing by MSC’s Compliance Department. 

Security accounts with other broker/dealers. If a Representative elects to open or 
maintain a personal account with another brokeddealer, regulations require to noti@ 
MSC’s Compliance Department. Any Representative who maintains an account with 
another firm must instruct that firm to issue duplicate account statements to the atten- 
tion of MSC’s Compliance Department. 

7.4 ACTIVITIES ON FINANCIAL INSTITUTION PREMISES 

MSC Representatives who are considering operating on financial institution premises are advised 
that an additional oversight process is in place, which must be adhered to. Representatives are 
required to work with MSC’s Compliance Department for assistance and approval of all bank, 
savings and loan, or credit union affiliations. 

Representatives are advised that additional policies are in place, including, but not limited to, the 
following. 

A. 

B. 

C. 

D. 

E. 

F. 

A written Brokerage Services Agreement must be executed by MSC and the financial 
institution, and should include the responsibilities of the parties, the conditions of the 
arrangement, and the flow of compensation. 

There should be a Series 24 Principal in place to supervise the sales activities of the 
bank. 

The Financial Institution adopts a written policy statement with respect to its retail 
investment program. 

The Financial Institution, registered Representative, and Mutual Service Corporation 
complete a product selection appropriate for the clientele of the financial institution. 

In order for a bank to receive compensation from this arrangement, the Financial In- 
stitution is required to set up a subsidiary separate from the Financial Institution’s 
main operations (“Service Organization”). MSC will pay the Bank’s compensation 
to this subsidiary. 

A separate disclosure document must be executed by customers, in which they ac- 
knowledge that accounts are not guaranteed by the Financial Institution or the FDIC. 
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G .  Brokerage services must be conducted in an area physically separate from bank ser- 
vices and clearly distinguished from them. 

H. The Financial Institution’s customer lists are confidential and may not be mass mar- 
keted without the express consent of the Financial Institution. 

I, Bank Representatives must utilize the MSC customer disclosure forms. 

7.5 CONFIDENTIAL NATURE OF ACCOUNTS 

It is essential that the financial affairs of all MSC clients remain confidential. In the course of 
business, the Representative has information about the client’s financial background, as well as 
the details of securities purchases and sales. These matters should be discussed between the 
Representative’s branch office and MSC home office only when it is necessary in the course of 
business, and then only with those persons for whom the information is necessary in the per- 
formance of their duties. They should never be discussed with outside parties (even among 
friends and relatives) or with unauthorized persons, This includes requests from attorneys, ac- 
countants, and others claiming to represent customers. In these instances, information may be 
provided only upon specific written authorization from the client. 

Requests from regulatory agencies and other government bodies are an exception to this rule. 
Refer to the customer complaint section of this manual for more detail. 

7.6 PRIVACY ACT 

Regulation S-P requires MSC to adopt policies andprocedures reasonably designed to (a) ensure 
the confidentiality and safeguarding of customer records and information; (b) protect against any 
anticipated threats or hazards to the security of customer records and information; and (c) protect 
against unauthorized access or use of customer records or information that could result in “sub- 
stantial harm or inconvenience” to any consumer. The privacy provisions of Regulation s-P will 
apply to information that is “non-public personal information.” 

Non-public information, under Regulation S-P, includes “personally identifiable financial infor- 
mation” and any list, description, or grouping that is derived from personally identifiable finan- 
cial information. 

A. 

1. 

Definitions -Personally identifiable financial information is defined to include 
three categories of information: 

Information Supplied by Client. Any information that is provided by a 
client or prospective client to MSC in order to obtain a financial prod- 
uct or service. This would include information or material given to 
MSC when opening a new account, placing a securities transaction, or 
entering into an investment advisory agreement with the corporate in- 
vestment advisor. 
Information Resulting from Transaction. Any information that results 
from a transaction with the client or any services performed for the cli- 
ent. This category would include information about account balances, 

2. 
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securities positions, or financial products purchased or sold through a 
brokeddealer. 
Information Obtained in Providing Products or Services. Any informa- 
tion obtained by MSC from a consumer report or other outside source 
which is used by MSC to verify information that a client or prospective 
clients has given on an application for advisory services. 

3 .  

B. MSC’s Privacy Policy - As a general policy, MSC will not disclose personal finan- 
cial information about any client to non-affiliated third parties, except as necessary to 
establish and manage the client’s account(s) or as required by law. In these situa- 
tions, personal financial information about a client may be provided to the bro- 
ker/dealer or other custodian maintaining these accounts. 

In addition, MSC will restrict access to clients’ non-personal financial infor- 
mation to those employees who need to know such information in order to 
provide products or services to clients. MSC will maintain physical, elec- 
tronic, and procedural safeguards that comply with federal standards to guard 
each client’s personal financial information. Such safeguards include restrict- 
ing the use of any information contained on the New Account Form to each 
client’s personal account manager, the manager’s supervisor, and MSC’s 
Compliance and Operations Departments or such other persons as the Com- 
pliance deems as needing to know the information. Hard copies of client 
personal financial information will be maintained in the individual Registered 
Representative’s central files, and will be secured. Electronic access to client 
personal financial information will be restricted to the client’s Registered 
Representative handling the account, and Home Office personnel who need to 
have access to such information 

C. Delivery of MSC’s Privacy Notice - Each client will be provided with a 
copy of MSC’s Privacy Notice in the Welcome Letter upon opening hisher 
account. In addition, each active client of MSC will be provided with a copy 
of the Privacy Notice annually in the updated new account data information.. 
A copy of MSC’s Privacy Notice is located on MSC’s Web site. 

7.7 CUSTOMER COMPLAINT FILING PROCEDURES 

A. General - Registered Representatives should keep several points in mind concerning 
customer complaints. 

1. Certainly not every complaint has merit or basis in fact. 

2. Registered Representatives who attempt to settle complaints on their own are 
subject to internal discipline and regulatory sanctions for sharing in the profits 
or losses in customer accounts. 

3 .  If a Representative becomes aware of a complaint arising from his or her em- 
ployment by another brokeddealer, or if the Representative receives an inquiry 
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or request for information from a regulatory body, the Representative should 
immediately notifL the Compliance Department. 

B. Types of Complaints - Any verbal or written statement from a customer or a cus- 
tomer’s Representative, which alleges the mishandling of an account or transaction or 
improper conduct on behalf of an MSC employee or Representative, must be consid- 
ered a complaint. A memorandum for record will be prepared for any verbal com- 
plaints. 

Operational complaints (e.g., dividends not received, missing certificates) may be re- 
solved through operational channels by the Representative. Operations will noti@ the 
Compliance Department and MSC’s Errors & Omissions coordinator if the situation 
may result in a formal customer complaint, or some monetary settlement. 

Most other complaints are sales practice complaints. An operational Complaint that is 
not resolved quickly could become a sales practice complaint. Some sales practice 
complaints include, but are not limited to: 

1. 
2. unsuitability, 
3. switching/churning, 
4. 
5 .  unauthorized trading, and 
6 .  private securities transactions. 

misrepresentation or omission of material fact, 

failure to a receive a prospectus, 

C. 

05/17/05 

Customer Complaints - It is the responsibility of those parties receiving the 
complaints to notifL the Compliance Department immediately upon receipt. Timely 
reporting to the Compliance Department of customer complaints is very important 
for E&O Insurance coverage. Failure to make a timely reporting may result in loss of 
coverage. As soon as the Representative learns of a sales practice complaint, imme- 
diate steps should be taken to assemble all documents related to the event(s) leading 
to the complaint. This documentation will be needed by the Compliance Department 
in dealing with the complaint. The Compliance Department should also be notified 
immediately of verbal complaints. The Department will try to assist in a quick reso- 
lution. 

Representatives are not allowed to settle any dispute with clients on their own, in- 
cluding an administrative error or problem. If a Registered Representative has reason 
to reimburse a client for an error or other administrative reason, the resolution of the 
situation must flow through the MSC. A letter stating the reason money is to be re- 
turned to the client, with instructions to either debit commissions or send a check, 
must be sent directly to the Compliance Department. If approved, the check will be 
made payable to the client and sent to the client as instructed in writing by the Repre- 
sentative. 

It is required that a file be maintained in the branch office of all customer complaints, 
including a h l l y  documented explanation of the nature and disposition of all sales 
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practice complaints and written operational complaints. This file is required, even if 
the branch office has had no complaints. 

D. Regulatory Filings - The nature of some complaints requires MSC to immedi- 
ately notify regulatory authorities. All written customer complaints must be reported 
to the NASD on a quarterly basis, while some complaints require the submission of a 
report electronically to the NASD within ten business days of MSC becoming aware 
of it. In addition, certain complaints are reportable on the Representative’s Form U-4 
filing with the NASD. 

The NASD must be advised within ten business days of MSC becoming aware that a 
Representative has been: 

1 .  

2. 

3. 

4. 

5. 

6 .  

7. 

8. 

9. 

10. 

Found guilty of violating provisions of securities laws, rules, or standards of 
conduct by any SRO, governmental agency, or financial and/or financial busi- 
ness practices. 

The subject of written complaint involving theft or misappropriation of funds 
or forgery. 

A defendant in a proceeding by regulatory or self-regulatory body (including 
states, departments of insurance, etc.), alleging violation of SEC Act of 1934 or 
any other federal or state rule or regulation. 

Denied registration, expelled, enjoined, asked to cease and desist, suspended, or 
expelled or barred from membership from any organization (above mentioned). 

Indicted or convicted or plead guilty or no contest to any felony. 

The control person of a brokerldealerR1A which was expelled, suspended, or 
had its registration denied or revoked by any agency, jurisdiction, or organiza- 
tion; or the control person of a financial institution which was convicted of or 
plead no contest to any felony or misdemeanor. 

A defendant in any securities or commodities civil litigation or arbitration 
which had been disposed of by judgment, award, or settlement for an amount 
exceeding $15,000 for a Representative and $25,000 for a brokerldealer. 

The subject of any claim filed by customer or other brokerldealer which is set- 
- tled for damages, $15,000 for a Representative and $25,000 for a brokerldealer. 

Associated with a person who is statutorily disqualified. (A report must be 
filed with name of person and details of statutory disqualification.) 

The subject of disciplinary actions by a brokerldealer involving suspension, 
termination, withholding of commissions or fines in excess of $2,500, or any 
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disciplinary action which significantly limits the individual’s activities on a 
temporary or permanent basis. 

E. Contact by Regulatory Agencies -Contact by outside regulatory agencies should be 
handled as described below. 

1 .  Questions asked over the telephone by regulatory authorities should not be an- 
swered without the approval of MSC’s Compliance Department. 

2. Regulatory agencies may perform on-premises inspections of records if they have 
direct jurisdiction over MSC’s activities and if they provide proper identification. 
These agencies include the SEC, NASD, and state securities commissions. 
MSC’s Compliance Department should be notified immediately when a regula- 
tory agency conveys an intention to perform an inspection or arrives unannounced 
at the branch office. 

3 .  Original records should never be released. 

4. If the request is in the form of a summons or subpoena, the Representative must 
contact MSC’s Compliance Department before releasing any records. 

5 .  If it should become necessary for an account to be frozen, the Representative 
should notify MSC’s Compliance Department. 

When there is any doubt about the proper handling of a situation, MSC’s Compliance Depart- 
ment should be consulted. 

7.8 PERSONAL LITIGATION OR REGULATORY PROBLEMS 

If a Registered Representative is involved in business-related litigation, customer complaint, or 
arbitration of any kind, or is named or becomes involved in any regulatory proceeding, the Rep- 
resentative must promptly report such to MSC’s Compliance Department. Information is then 
forwarded to the proper regulatory agencies and the E&O carrier, if and when necessary. A Rep- 
resentative may not file suit or seek legal claims against a client without prior written approval of 
MSC’s management. 

7.9 CASWNON-CASH COMPENSATION 

A. The NASD Rule - The NASD has enacted a rule limiting registered Representatives 
from receiving additional compensation based on variable contracts and investment 
company securities sales, and direct participation programs. 

B. Cash Compensation - Cash compensation from a sponsor company may include re- 
im bursement for client appreciation luncheons and dinners, seminars, or advertising 
expenses. A Representative may not accept cash compensation from a sponsor com- 
pany directly. It is preferred that the sponsor company pay the service provider (i.e., 
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caterer, hotel, newspaper) directly. The sponsor may, however, pay MSC and MSC 
will reimburse the Representative. 

C. Non-Cash Compensation - .Sponsor companies are allowed to cover certain Rep- 
resentatives’ costs to attend training and educational meetings. The meetings must 
be held in a location appropriate to the purpose of the meeting, and the educational 
meeting must be a substantial portion of each day. The sponsor company may not 
pay for extra entertainment during the meeting, such as golf outings, shows at the 
theater, and tours, as well as other forms of entertainment. In addition, the sponsor 
may not pay for a spouse or significant other to attend the meeting location with the 
Representative. 

D. Cash/Non-Cash Compensation Form - When invited to attend a meeting held by 
a product sponsor, it is mandatory that the Representative obtain MSC’s approval 
prior to attending the meeting. This can be accomplished by faxing a completed 
Cash/Non-Cash Compensation Form, along with an outline of the meeting, to the 
Compliance Department for approval. The actual or approximate value of the por- 
tion of the trip the sponsor is paying for should be provided on the form. 

Representatives who are offered cash reimbursement from a sponsor company are 
required to fi l l  out the form and submit it to the Compliance Department for ap- 
proval as well. 

The form is available via MSC’s Web site (- or from the 
Compliance Department. 

E. Exceptions - Some examples of exceptions to the rule include an occasional 
meal, tickets to a sporting event or the theater, or a gift that does not exceed $100 
per year. 

8.0 OUTSIDE BUSINESS ACTIVITIES AND PRIVATE SECURITY TRANSACTIONS 
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8.1 OUTSIDE BUSINESS ACTIVITIES 

In accordance with NASD regulation, all MSC registered representatives must provide the Com- 
pliance Department with prompt written notice of any business activity outside of their relation- 
ship with MSC, other than a passive investment, for which he or she will receive compensation. 
All outside business activities are to be reported to the Compliance Department before the repre- 
sentative engages in the activity. The representative should also notifL his or her OSJ of the out- 
side business activity. 

Each representative shall report the outside business activity to the Compliance Department via 
the RegEd online system. Upon submission of the filing to the Department, the representative 
will receive a notice informing him or her that the information will be reviewed by the Compli- 
ance Department. Representatives should retain this notice as their record that the outside busi- 
ness activity was reported to MSC. Thereafter, the Compliance Department will send the repre- 
sentative confirmation that the activity has been reviewed. Representatives should also retain 
this notice for their records. Representatives must update the Compliance Department promptly, 
should any information previously reported for an outside business activity change. Representa- 
tives will be also be required to update the outside business activity section on MSC's Compli- 
ance Survey on an annual basis. 

The representative will be contacted, if the Compliance Department needs any additional infor- 
mation about any outside business activity. MSC reserves the right to prohibit a representative 
from engaging in any outside business activity and/or require a representative to follow MSC's 
procedures for private securities transactions, should MSC believe the activity involves the sale 
of a security not approved by the firm. Representatives should review MSC's policies on private 
securities transactions and prohibited activities prior to submitting notice to MSC of an outside 
business activity. 

8.2 PRIVATE SECURITIES TRANSACTIONS 

Rule 3040 of the NASD Conduct Rules provides that each registered Representative who par- 
ticipates in a securities transaction away from his brokeddealer must, prior to such participa- 
tion, provide written notice to the brokeddealer, describing the proposed activity and stating 
whether a selling compensation will be received. The brokeddealer must then respond in writing 
whether it approves or disapproves of the activity. In short, if involved in Rule 3040 activity, a 
Representative must obtain prior approval in writing. Note that a mere disclosure of such activi- 
ties (e.g., reporting on MSC's Outside Business Activities Questionnaire) is not sufficient. 

MSC is required to record and supervise private securities transactions, so compensation may be 
subject to standard MSC payout sharing arrangements, depending on the nature of the securities 
transaction. 

A. Following are activities that may be done privately, in certain cases, but, in each in- 
stance, require MSC's advance written specific permission and are subject to MSC's 
supervision. 

I .  Investment advisory services, including: 

0511 7/05 77 

ACC002367 
PILE#8145 



MUTUAL SERVICE CORPORATION 
COMPLIANCE PROCEDURES MANUAL 

a. Schwab Institutional accounts; 
b. Waterhouse Accounts; 
c. Portfolio management fees, whether direct mutual fund purchases 

(i.e., without the use of a central custodian) or other custodial ser- 
vice, which may include no-load mutual funds or other securities 
products. 

After the Representative has received written approval from MSC, all of 
these Rule 3040 transactions (both portfolio activity and fee activity) are 
to be recorded in chronological order on a trade log (separate from 
branch securities trade log). Client documentation, including copies of 
confirmations, new account forms, advisory agreements, applications, 
and client account statements, should be maintained in a separate advi- 
sory client file. On a periodic basis, copies of the separate trade log are 
to be forwarded to MSC’s Operations Department, except when transac- 
tion information is otherwise made available to MSC. Fees for Advisory 
Services must be shared with MSC. 
Offering any security not on MSC’s approved product list, specifically 
including so-called “exempt” or alleged non-securities “deals,” including 
promissory notes. MSC policy on such deals is clear. 
a. Each must pass due diligence on the legalities. The expense of this 

exercise and, if necessary, a qualified legal opinion is borne by the 
promoter or general partner, not MSC. 
Each must pass inspection as to the economics, fairness, and pri- 
mary people involved; MSC maintains facilities to perform this 
hnction. Again, the costs are borne by the promoter or general 
partner. 
All commissions or dealer re-allowance flow to MSC, and are re- 
allowed in accordance with the standard payout schedule then in 
effect. 

Failure to conform to these simple rules places both the Representative and MSC at 
considerable risk. Therefore, non-compliance is grounds for dismissal 
from MSC. 

2. 

b. 

c. 

B. Some activities that may not be done privately, but must always be done through the 
customary MSC procedures, policies, and commission practices, include: money man- 
agers, market timers, advisory service providers, wrap-fee programs, and unregistered 
group variable annuity and insurance products. 

8.3 UNREGISTERED GROUP VARIABLE ANNUITIES 

Although group variable annuities are considered an exempted security under federal securities 
laws, the offer of such product is subject to NASD Conduct Rules and MSC compliance proce- 
dures, This type of selling effort is considered a private securities transaction, unless MSC has a 
selling agreement for the product. Before engaging in offering this product, it is necessary to 
determine if MSC has a current selling agreement. If so, the product may be offered in the same 
manner as other securities products. If MSC has no selling agreement, this product is treated as a 
private securities transaction, which includes procedures that require a written request and writ- 
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ten approval from MSC. The Compliance Department should be contacted if there are questions 
about this product. 

8.4 PROMISSORY NOTES 

In many instances, these investments are promoted as not involving the sale of securities, either 
by the issuer of the note or by salespersons. The Securities Act of 1933 and the Securities Ex- 
change Act of 1934 include “any note” in the definition of a security. As such, a Representative 
must have approval from MSC in transactions involving this instrument since it will be construed 
as selling away and NASD 3040 rule applies. 

In some instances, if a promissory note is structured in such a way as to not be deemed a secu- 
rity, then the Representative will be subject to rule NASD 3030 and subject to outside business 
activity approval. 
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9.00 DETECTING AND PREVENTING INSIDER TRADING 

Mutual Service Corporation has long had a policy regarding insider trading, which applies to 
every officer, director, employee, and independent Representative licensed with MSC. There- 
fore, each is required to read and retain this policy statement. 

9.1 POLICY STATEMENT ON INSIDER TRADING 

Mutual Service Corporation and federal law forbid anyone from engaging in insider trading, 
which has been defined by case law as: 
0 trading, either personally or on behalf of others, while in possession of material non-public 

information, if the trader is an insider or if the trader obtained the information by misap- 
propriation; and 
communicating material non-public information to others in violation of the law. 0 

The elements of insider trading and the penalties for such unlawful conduct are discussed in the 
following. 

A. Who is an insider? The concept of “insider” is broad, and includes officers, direc- 
tors, and employees of a company. In addition, any person can be a “temporary in- 
sider” if he or she enters into a special confidential relationship with a company and 
is given material access to non-public information. 

B. What is material information? Trading while in possession of insider information 
is not a violation unless the information is material. There are tests of materiality: 
(a) a reasonable investor would consider the information as important to his or her 
investment decisions, or (b) the information could have a substantial effect on the 
price of a company’s securities. 

Material information does not have to relate to a company’s business. For example, 
in Carpenter v. US.,  108 U.S. 3 16 (1987), the Supreme Court considered as material 
certain information about the contents of a forthcoming newspaper column that was 
expected to affect the market price of a security. In that case, a Wall Street Journal 
reporter was found criminally liable for disclosing to others the dates that reports on 
various companies would appear in the Journal and whether those reports would be 
favorable or not. 

C. What is non-public information? Information is non-public until it has been effec- 
tively communicated to the market place. One must be able to point to some fact to 
show that the information is generally public. For example, information found in a 
report filed with the SEC, broadcast over the Dow Jones news wire or other financial 
news services, or contained in articles in publications of general circulation, such as 
The Wall Street Journal or Barron ’s, is considered public. 

D. What are the penalties for insider trading? In addition to the severe civil and 
criminal penalties, any violation of this policy statement can be expected to result in 
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serious sanctions by Mutual Service Corporation, including dismissal of the persons 
involved. 

MSC and its associated persons recognize their obligation to refrain from acting upon or disclos- 
ing material, non-public (“inside”) information obtained directly, or indirectly, in the course of 
their employment or from other sources. In this regard, all MSC officers, employees, and Regis- 
tered Representatives, on an annual basis, acknowledge and affirm in writing both their aware- 
ness of the legal and ethical considerations involved with the receipt of such information, and 
that they have not in the past, nor will in the future, misuse any such information in any manner 
for their own, the firm’s, or any other person’s benefit. 

Because of its nature of business and products offered, MSC does not typically become party to 
information that would be considered insider information. In the rare instances that this situation 
occurs, MSC will utilize a “watch-list” approach to monitoring securities trading activities. 
MSC does not have corporate financehvestment banking, research, or syndicate departments as 
potential recipients of material, non-public information, nor does its Trading Department cur- 
rently make markets or maintain inventory positions. 

9.2 PROCEDURES TO IMPLEMENT MSC’S POLICY AGAINST INSIDER TRAD- 
ING 

The following procedures have been established to aid the officers, directors, Registered Repre- 
sentatives, and employees of MSC in avoiding insider trading. 

A. 

B. 

C. 

D. 

05/17/0.5 

All Representatives should be aware of their clients’ employment and of whether 
such clients are officers, directors, control persons, or affiliates of an issuer of pub- 
licly traded securities. Any information received from such persons, or transactions 
entered into by such clients, should be questioned, with notification thereof provided 
to MSC’s Compliance Department. 

Any Representative or other MSC-associated person should, upon receipt of any ma- 
terial or non-public information related to an issuer: 
1. 
2. 

3 .  

4. 

Refrain from trading in such security. 
Notify MSC’s Compliance Department of such information, along with the 
date, time, and from whom it was received, and how it was received. 
Refrain from communicating such information to any other party, either within 
or outside the firm, with the exception of the Compliance Department. 
Place the information possession in a secure area, and restrict access to com- 
puter files containing such material, if applicable. 

MSC’s Compliance Department reviews the matter with its supervisors and, if neces- 
sary, the Executive Committee, and a determination is made. The individual initiat- 
ing the investigation is instructed either to continue the prohibitions against commu- 
nication and trading, or is permitted to act upon the information received. 

MSC requires that all Representatives and associated persons provide notification to 
MSC’s Compliance Department of any securities, commodities, or investment advi- 
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sory accounts in which they may have a financial interest (e.g., single, joint, custo- 
dial, or trust accounts) or over which they exercise control that are maintained with 
another financial institution. Any such accounts maintained by employees or their 
immediate family (e.g., parents, spouses, siblings, in-laws, or children) requires the 
prior approval of, and duplicate confirmations/ statements sent to, MSC’s Compli- 
ance Department. 

9.3 SUPERVISORY PROCEDURES 

When applicable, MSC utilizes a “watch-list” approach to monitoring securities trading activi- 
ties, whereby trading activity in those issues determined to have potential for “insider trading” 
abuse are reviewed on a daily basis. 

A. 

B. 

C. 

D. 

E. 

F. 

The “watch list” is essentially an exception report overseen by MSC’s Compliance 
Department for detecting and reviewing on a daily basis any securities deemed to be 
subject to the insider trading review procedure. MSC’s trading department principal 
is informed of any securities placed on the watch list for daily trading room supervi- 
sion. 

Additional review procedures include: 
1. The principal designated by MSC’s Compliance Department reviews all offi- 

cers’, directors’, employees’, and Registered Representatives’ transactions on a 
daily basis, utilizing the daily trade blotter in comparison to the “watch list.” 
Monthly review by the Compliance Department of employee and Registered 
Representative month-end statements, with written evidence of such review 
maintained. 

2. 

The Compliance Department establishes a record of when, how, and by whom mate- 
rial, non-public information i s  received, and when, how, and to whom such informa- 
tion is conveyed within the firm. Compliance is only responsible for maintaining 
these records to the extent that such information is reported. 

MSC maintains the executed copy of the Policies and Procedures Acknowledgement 
forms for all employees and Representatives on a yearly review basis. 

Upon discovery of a potential violation of MSC’s policies and procedures regarding 
insider trading, the Compliance Department prepares a written report to the Execu- 
tive Committee, providing full details and recommendations for further action. 

Educational seminars for employees are conducted during the year, discussing regu- 
latory issues and specific types of security products. 
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10.0 ANTI-MONEY LAUNDERING PROGRAM 

10.1 FIRM POLICY 

It is the policy of MSC to prohibit and actively prevent money laundering and any activity that 
facilitates money laundering or the funding of terrorist or criminal activity. 

Money laundering is the process by which individuals attempt to conceal the true origin and 
ownership of the proceeds of illegal activities. Any involvement in a transaction that seeks to 
conceal or disguise the nature, location, source, ownership or control of proceeds derived from a 
wide range of crimes may constitute money laundering. It is especially important to note that the 
knowing receipt of proceeds of illegal activity can constitute money laundering. 

It is not necessary that a person be actively involved in a money laundering scheme to create li- 
ability. A person who has knowledge of the tainted source of funds but still effects a transaction 
involving such funds may be charged with money laundering. Even when there is no direct evi- 
dence of such knowledge, circumstantial evidence showing that an employee recklessly disre- 
garded or was willfully blind to such information may be sufficient to constitute money launder- 
ing. 

The process has three phases: placement, layering, and integration. The criminals first place the 
money into circulation. Then, they split it into smaller amounts to make it appear legitimate. 
Lastly, they integrate it back into society by using legal means. Knowing how the process works 
may help detect and prevent money laundering. 

The following are examples of activity that may fall within the definition of money laundering or 
that might constitute evidence of money laundering: 

Engaging in or processing a financial transaction with knowledge that the transac- 
tion is facilitating a crime; 

Engaging in or processing a financial transaction with knowledge that the funds 
are derived from the proceeds of criminal activity; 

Concealing the source of illegally obtained funds by initiating and processing 
subsequent transfers to disguise the origin of the funds; 

Facilitating a financial transaction while willhlly or recklessly disregarding the 
source of a customer’s assets or the nature of a customer’s transaction; 

Failing to report attempted large currency transactions or suspected money laun- 
dering; and 

Advising a customer on how to structure a currency transaction to avoid reporting 
requirements. 
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Money laundering can involve the proceeds of a wide range of criminal activities, not only nar- 
cotics offenses. Some of these underlying crimes include securities fraud, terrorism, bank fraud, 
mail fraud, wire fraud, tax evasion, violations for the export statues and illegal payments to for- 
eign officials. 

10.2 DESIGNATION OF ANTI-MONEY LAUNDERING COMPLIANCE OFFICER 

Dennis Kaminski, Vice President and Chief Compliance Officer, will be designated the Anti- 
Money Laundering Officer (“AML Officer”) for MSC. The AML Officer will have authority to 
implement and enforce MSC’s anti-money laundering policies and procedures. The Compliance 
and Operations Departments will assist the AML Officer in the responsibilities to educate, re- 
view and report any suspicious or illegal activities to the appropriate people. The AML Officer 
will report to Dennis Kaminski, Executive Vice President and CAO of MSC concerning approval 
of AML procedures, reportable events, or any other outstanding issues outstanding. 

10.3 CUSTOMER IDENTIFICATION PROGRAM 

The establishment of the customer-firm relationship often presents the best opportunity for MSC 
to begin to develop its knowledge about the customer, and the types of transactions in which the 
customer is likely to engage. 

MSC has designated a Client Identification Program (CIP) with procedures to identify and verify 
the identity of your clients. The objective of the CIP is to form a reasonable belief that MSC 
knows the true identity of its customers. MSC’s CIP will use the information collected from the 
new account application to assist in verifying your client’s identity. The information for client 
identification is collected via mandatory fields on the new account entry on Advisor On-line, for 
all accounts opened after Oct. 1,2003. 

A. Risk-Based Information OR Various Account Types 

MSC will consider at a minimum the following factors, among others, in assessing the risk posed 
by particular customers or transactions. 

0 Whether the customer is an individual, an intermediary, public, private, domestic 
or foreign corporation, a financial or non-financial institution, or regulated person 
or entity. 

0 Whether the customer has been an existing customer for a significant period of 
time. 

0 How the client became a customer of the firm. 

0 Whether the business for the customer, or the particular type of account, is the 
type more likely to be involved in illicit activity (e.g., cash intensive business). 
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0 Whether the customer resides in, is incorporated in or operates from a jurisdiction 
with bank secrecy laws, or one, which has otherwise been identified as an area 
worthy of enhanced scrutiny. 

0 If a customer exhibits an unusual concern regarding the Company’s compliance 
with government reporting requirements, particularly with respect to his or her 
identity, type of business and assets, or is reluctant or refuses to reveal any infor- 
mation concerning business activities, or furnishes unusual or suspect identifica- 
tion or business documents. 

0 If a customer wishes to engage in transactions that lack business sense, apparent 
investment strategy, or are inconsistent with the customer’s stated busi- 
ness/strategy . 

0 If a customer (or a person publicly associated with the customer) has a question- 
able background or is the subject of news reports indicating possible criminal, 
civil or regulatory violations. 

0 If a customer appears to be acting as the agent for another entity but declines, 
evades or is reluctant, without legitimate commercial reasons, to provide any in- 
formation in response to questions about that entity. 

0 If a customer has difficulty describing the nature of his or her business or lacks 
general knowledge of his or her industry. 

Subject to MSC’s own assessment, any additional due diligence necessary to assess risk, the fol- 
lowing procedures are ordinarily appropriate for the following types of accounts. 

Individual Accounts 

For accounts opened by an individual, MSC takes reasonable steps to obtain the following in- 
formation at the commencement of the business relationship: 

0 The name and address for the customer(s); 
0 The customer’s date of birth; 
0 The customer’s investment experience and objectives, if applicable; 
0 The customer’s social security number or taxpayer identification number; 
0 The customer’s net worth and annual income; 
0 The customer’s occupation and employment data such as the employer’s address 

(generally understood to be the customer’s source of income); 
0 The names of beneficial owners; 
0 The names of all authorized persons; 
0 Client government identification number; 
0 Place and date of issuance of government identification; and 
0 Date of expiration of government identification. 
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Non-Resident Alien Accounts 

In addition to the information obtained above, for non-resident alien (“NRA”) accounts, reps 
should record a current passport number or other valid government identification number and 
obtain all necessary U.S. tax forms. Additional due diligence may also be warranted depending 
on a number of factors, including the country of origin of the NRA. 

Domestic Operating or Commercial Entities 

Each representative should obtain information sufficient to ascertain the identity of the corporate 
or business entity establishing the business relationship and the authority of the business repre- 
sentative to act on the corporation or entity’s behalf. The type of documentation obtained by a 
form may vary depending upon the nature of the corporate or business entity. 

Domestic Trusts 

Reps should identify the principal ownership of a trust. In addition, the reps should obtain in- 
formation regarding the authorized activity of the trust and the persons authorized to act on be- 
half of the trust. 

Foreign Operating Commercial Entities 

Taking into account various facts, including the entity’s country of incorporation and the foreign 
or offshore jurisdiction in which the business is located, the Rep and MSC will undertake appro- 
priate internal investigations for corporations or entities established or located in jurisdictions 
outside of the United States. Based upon its own risk-assessment, MSC may consider whether 
additional identifLing information about the customer is necessary, or if the account will be 
opened. 

Consistent with the provisions of the Patriot Act relating to prohibited foreign shell banks, repre- 
sentatives should not establish, maintain, administer or manage an account in the United States 
for, or on behalf of, a prohibited foreign shell bank. 

Hizh Risk and Non-Cooperative Jurisdictions 

MSC pays particular attention to those accounts located or incorporated in certain countries or 
regions identified by recognized international organizations, multilateral expert groups or in gov- 
ernmental or industry publications as non-cooperative with international anti-money laundering 
principles or procedures or having inadequate anti-money laundering measures. The compliance 
department reviews a monthly list of accounts that have been opened in countries deemed unco- 
operative by FATF and FinCEN. These accounts are reviewed for suspicious money laundering 
activity. 

These countries include: 

Cook Islands 
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Egypt Nigeria 
Guatemala Philippines 
Indonesia Ukraine 
Myanmar 

The above list is as of Oct. 24,2003 and is subject to change by FATF and FinCEN at any time 

MSC may also practice verification of client identity through non-documentary methods, and /or 
a combination of both the documentary method and non-documentary method. Specific non- 
documentary methods may include: 

0 Contacting the client; 
0 

0 

0 

Checking references with other financial institutions; 
Obtaining a financial statement; or 
Independently verifying the client’s identity through the comparison of informa- 
tion provided by the client with information obtained from a consumer reporting 
agency, public database, or other source. 

The review of documents for client identification should be completed no later than 10 business 
days of account opening. Failure to make a determination of client identification within the pre- 
scribed time frame will result in the account being placed on a trading hold until such time iden- 
tification documents can be reviewed, and satisfy a basis for client identification. If information 
for client identification is still pending after 30 days, the account will be closed. 

B. Clients Who Refuse to Provide Information 

If a potential or existing customer either refuses to provide the information described above 
when requested, or appears to have intentionally provided misleading information, MSC will not 
open a new account and, after considering the risks involved, consider closing any existing ac- 
count. In either case, our AML Compliance Officer will be notified so that we can determine 
whether we should report the situation to FinCEN. 

C. Verifying Information 

MSC will evidence client identity through verification of documents, unless circumstances re- 
quire other means. Documents that will be used for purposes of client identification will be un- 
expired government-issued identification evidencing nationality or residence and bearing a pho- 
tograph or similar safeguard. A Driver’s License will be acceptable. For other persons, suitable 
documents would be ones showing the existence of the entity, such as registered articles of in- 
corporation, a government-issued business license, a partnership agreement, or a trust instru- 
ment. 

D. Using Government Provided Lists of Terrorists and Other Criminals 

Before opening an account, and on an ongoing basis, MSC will check to ensure that a customer 
does not appear on a list provided to us by the government, and is not from, or engaging in trans- 
actions with people or entities from, embargoed countries and regions listed on the OFAC Web 
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Site. Because the OFAC Web Site is updated frequently, we will consult the list on a regular ba- 
sis and subscribe to be sent updates when they occur. We may access the OFAC list through 
various internet software programs to ensure speed and accuracy. We will also review existing 
accounts against the OFAC list when it is updated and we will document our review. 

In the event that we determine a customer, or someone with or for whom the customer is trans- 
acting, is on the SDN List or is from or engaging in transactions with a person or entity located 
in an embargoed country or region, we will reject the transaction and/or block the customer's 
assets and file a blocked assets and/or rejected transaction form with OFAC. We will also call 
the OFAC Hotline at 1-800-540-6322. 

Senior Foreirrn Governmen flublie Officials 

MSC will conduct enhanced due diligence of accounts of "senior foreign political figures," as 
well as their families and business associates, to detect and report transactions that involve the 
proceeds of foreign corruption. 

10.4 SUPERVISORY PROCEDURES FOR OPENING ACCOUNTS 

MSC new account opening procedures are designed to collect information on the account 
holder's net worth, anticipate transaction activity, and sources of income to detect and deter pos- 
sible money laundering and terrorist financing. Sales Principals will review and evaluate this 
information for possible action. The Representative may also detect suspicious activity during 
the new account opening. Possible suspicious activities may include the following examples: 

1 .  A customer has unusual difficulties or delays in providing information to the firm. 
2. A customer is unwilling to provide information about hidher business. 
3. A customer is unusually reluctant to provide information about the source of 

hidher investment funds or other assets. 
4. A customer has difficulty describing the nature of his/her business. 
5. A customer lacks the knowledge of the relevant industry that one would expect of 

an individual in the customer's line of business. 
6. A customer refuses to identify or fails to establish a legitimate source for the 

funds and other assets. 
7. A customer wants to open accounts or conduct business using more than one 

name. 
8. A customer wants to conduct business through more than one account, although 

no legitimate reason exists for the customer's use of multiple accounts. 
9. A customer displays and unusual lack of concern about transaction risks or costs, 

or investment prices. 
10. A customer intends to engage in transactions that appear to show a disregard for 

business sense, such as buying and selling stock quickly without any apparent 
reason and without regard to commissions or prices, or trading in the account with 
no apparent investment strategy. 

11. A customer wants to transact business only (or mostly) in cash. (MSC does not 
accept cash). 
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12. The customer expects to engage in multiple transfers of funds in a short period of 
time, when the same goal could be accomplished via a single transfer of funds. 

13. The customer cannot articulate or will not state, even generally, the customer’s 
investment objectives and the volume, type and pattern of transaction the cus- 
tomer anticipates. 

14. The customer appears to have no discernible reason to be using MSC’s services. 
15. A customer wants to maintain an unusual and unjustified degree of secrecy with 

respect to the customer’s identity, business, assets, or the customer’s dealing with 
MSC. 

16. A customer requests, without any justifiable reason that MSC not send the cus- 
tomer hisher mail, or for the firm to hold the customer’s mail until otherwise no- 
tified. 

17. A customer expects to make transfers of funds from the customer’s MSC account 
to a third party, although the customer has no apparent business or other relation- 
ship with the third party. 

18. A customer expects to fund the account or otherwise transact business with MSC 
through offshore accounts, although the customer has no apparent legitimate rea- 
son for doing so. 

19. A customer lacks reputable references. 
20. A customer has a history of either civil or criminal misconduct. 
21. An institutional customer’s agent can provide only boilerplate information about 

the agent’s principal, rather than any evidence of legitimate ongoing business ac- 
tivity. 

22. A customer seeks to change account titles or open new accounts without any le- 
gitimate reason. 

23. A customer is referred to MSC by an individual or institution not known to the 
firm, especially where the introducing party is from a country typically believed 
to be a haven for money laundering or drug production. 

10.5 MONITORING ACCOUNTS FOR SUSPICIOUS ACTIVITY 

MSC will monitor suspicious activity through automated means to generate reports for use to 
determine unusual volume, trading pattern, or types of transactions. 

Currently, MSC generates these five reports: 

1. OFAC customer identity verification 
2. Wire Activity Report 
3. Cash Equivalent Report 
4. Cash Inactivity Report 
5 .  Securities Movement Report 
6 .  FATFFINCEN from Pershing 

MSC will continue to design new methods to track suspicious activity. 
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a. Emergency Notification to the Government by Telephone 

When conducting due diligence or opening an account, MSC will immediately call Federal Law 
enforcement when necessary, and especially in these emergencies: a legal or beneficial account 
holder or person with whom the account holder is engaged in a transaction is listed on or located 
in a country or region listed on the OFAC list, an account is held by an entity that is owned or 
controlled by a person or entity listed on the OFAC list, a customer tries to use bribery, coercion, 
or similar means to open an account or carry out a suspicious activity, we have reason to believe 
the customer is trying to move illicit cash out of the government’s reach, or we have reason to 
believe the customer is about to use the funds to further as act of terrorism. The contact numbers 
we will use are: Financial Institutions Hotline ( 1  466-556-3974), local U.S. Attorney’s Oflice 
(561-820-871 I ) ,  local FBI Office (561-833-7517), and local SEC Office (305-536-4700). 

10.6 WHAT DETERMINES SUSPICIOUS ACTIVITY? RED FLAGS! 

MSC Representatives need to be cognizant that suspicious activity can occur either at the outset 
of the customer relationship or after the relationship has been initiated. When an account is 
opened, and continuing throughout the transactional relationship with the customer, MSC bears 
the primary responsibility for obtaining all information necessary to establish the nature of the 
transactions in which that customer is likely to engage. A Representative must immediately re- 
port the suspicious activity to the Compliance Department. 

Regulators have identified certain suspicious activities that invite further internal inquiry and 
may ultimately trigger reporting requirements. A determination of whether activity is actually 
suspicious will depend on the customer and the nature of the particular transaction, compared 
with the customer’s normal or expected business activity. 

For your guidance, the following are some examples of suspicious activities. The occurrence of 
one or more of these without a legitimate explanation should be reported to your supervisor and 
the Compliance Department. 

a. Red Flags that signal possible money laundering or terrorist financing include, but are 
not limited to; 

1. A customer attempts to make frequent or large deposits of currency, insists on dealing 
only in cash equivalents or asks for exemptions to the Company’s policies relating to the 
deposit of cash and cash equivalents 

2. A customer engages in transactions involving cash over $10,000 or cash equivalents or 
other monetary instruments that appear to be structured to avoid government reporting 
requirements, especially if the monetary instruments are in an amount just below report- 
ing or recording thresholds and/or are sequentially numbered. 

3. A customer engages in multiple transfers of funds or wire transfers to and from countries 
that are considered bank secrecy or “tax havens” that have no apparent business purpose 
or are to or from countries listed as non-cooperative by Financial Action Task Force and 
Financial Crime Enforcement Network, or are otherwise considered by the MSC to be 
high risk. 
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4. A customer account has unexplained or sudden extensive wire activity, where previously 
there had been little or no wire activity without any apparent business purpose. 

5 .  A customer makes a deposit followed by an immediate request that the money be wired 
out or transferred to a third party, or to another firm without any apparent business pur- 
pose. 

6. A customer makes a hnds deposit, for the purpose of purchasing a long-term investment, 
followed shortly thereafter by a request to liquidate the position and a transfer of the pro- 
ceeds out of the account. 

7. For no apparent reason, a customer has multiple accounts under a single name or multiple 
names, with a large number of inter-account or third party transfers. 

8. A customer engages in excessive journal entries between unrelated accounts without any 
apparent business purpose. 

9. Customer requests that a transaction be processed in such a manner so as to avoid the 
MSC’s normal documentation requirements. 

10. A customer engages in a pattern of transactions involving certain type securities, such as 
penny stocks, Regulation “S” stocks and bearer bonds, which, although legitimate, have 
been utilized in connections with fraudulent schemes and money laundering activity. 

1 1. A customer deposits bearer bonds followed by immediate request for the disbursement of 
funds 

12. A customer exhibits a total lack of concern regarding risks, commissions, or other trans- 
action costs 

13. A customer has unusual difficulties or delays in providing information to the firm. 
14. A customer is unwilling to provide information about hidher business. 
15. A customer is unusually reluctant to provide information about the source of hisher in- 

16. A customer has difficulty describing the nature of hisher business. 
17. A customer lacks the knowledge of the relevant industry that one would expect of an in- 

18. A customer refkes to identify or fails to establish a legitimate source for the hnds and 

19. A customer wants to open accounts or conduct business using more than one name. 
20. A customer wants to conduct business through more than one account, although no le- 

gitimate reason exists for the customer’s use of multiple accounts. 
21, A customer displays and unusual lack of concern about transaction risks or costs, or in- 

vestment prices. 
22. A customer intends to engage in transactions that appear to show a disregard for business 

sense, such as buying and selling stock quickly without any apparent reason and without 
regard to commissions or prices, or trading in the account with no apparent investment 
strategy. 

23. A customer wants to transact business only (or mostly) in cash. (MSC does not accept 
cash). 

24. The customer expects to engage in multiple transfers of funds in a short period of time, 
when the same goal could be accomplished via a single transfer of funds. 

25. The customer cannot articulate or will not state, even generally, his investment objectives 
and the volume, type and pattern of transaction the customer anticipates. 

26. The customer appears to have no discernible reason to be using MSC’s services. 

vestment funds or other assets. 

dividual in the customer’s line of business. 

other assets. 
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27. A customer wants to maintain an unusual and unjustified degree of secrecy with respect 
to the customer‘s identity, business, assets, or the customer’s dealing with MSC. 

28.A customer requests, without any justifiable reason that MSC not send the customer 
hidher mail, or for the firm to hold the customer’s mail until otherwise notified. 

29. A customer expects to make transfers of funds from the customer’s MSC account to a 
third party, although the customer has no apparent business or other relationship with the 
third party. 

30. A customer expects to f h d  the account or otherwise transact business with MSC through 
offshore accounts, although the customer has no apparent legitimate reason for doing so. 

3 1 .  A customer lacks reputable references. 
32. A customer has a history of either civil or criminal misconduct. 
33. An institutional customer’s agent can provide only boilerplate information about the 

agent’s principal, rather than any evidence of legitimate ongoing business activity. 
34. A customer seeks to change account titles or open new accounts without any legitimate 

reason. 
35. A customer is from a country typically believed to be a haven for money laundering or 

drug production. As of this date, these countries include: 
36. A customer is referred to MSC by an individual or institution not known to the firm, es- 

pecially where the introducing party is from a country typically believed to be a haven for 
money laundering or drug production. 

b. Hints for Detecting Suspicious Activity 

1. Watch for deviations from the volumes, types and patterns of transactions in which the 
customer typically engages. In particular, note transactions which appear to have no in- 
vestment or economic objective, or which appear inconsistent with the customer’s stated 
investment strategy. 

2. Be wary of transfers of funds to or from a customer who does not have a practice of en- 
gaging in wire transfers. 

3. Be wary of transfers to and from third parties who have no apparent relationship with the 
account owner. 

4. Pay attention to how the customer funds the account. In particular, you should look for: 
a. Funding activity which is inconsistent with the customer’s typical funding pat- 

tern; 
b. Funding activity which is inconsistent with the customer’s business; 
c. Funding activity which inconsistent with the customer’s states expectations as 

determined when the account was opened; and 
d. Funding activity which has a significant inflow from offshore accounts, par- 

ticularly from countries typically believed to be a haven for money laundering 
or drug production. 

5.  Watch for activity that is consistent with efforts to structure a series of transactions so as 
to avoid government reporting requirements. For example, note receipts or disburse- 
ments made over a short period of time, which in the aggregate exceeds $10,000 and may 
give rise to a transaction reporting obligation. 
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c. Prohibited Transactions 

In order to deter money laundering, MSC prohibits some transactions. 

0 

0 

Accepting cash, traveler’s checks, or money orders 
Accepting cashier’s checks and bank checks less than $10,000 (however, cashier’s 
checks and bank checks greater that $10,000 are acceptable when made payable to 
Pershing LLC., Pershing, or the sponsor company for the benefit of the account 
holder) 
Accepting checks drawn on foreign banks in non-US dollars 
Transporting cash or monetary instruments into or out of the United States on the cli- 
ent’s behalf 
Knowingly engaging in transactions using proceeds deemed to come from an unlaw- 
ful activity 
Knowingly setting up suspicious account registrations or handling account requests 
that may be indicative of money laundering 
Opening an account for a foreign shell bank 

0 

0 

0 

0 

0 

d. Reporting Requirements 

Transactions To Be Reported 

MSC reports transactions when it knows, suspects, or has reason to suspect that: 

0 The transaction involves funds derived from illegal activities, or is intended to hide dis- 
guise funds derived from illegal activities (including, without limitation, the ownership, 
nature, source, location, or control of such funds or assets) as part of a plan: 

0 To violate or evade any law or regulation; or 

0 To avoid any transaction reporting requirement under federal law; 

0 The transaction is designed to evade a Bank Secrecy Act (“BSA”) regulation; or 

0 The transaction has no business or apparent lawful purpose or is not the sort in which the 
particular customer would normally be expected to engage, and Pershing knows of no 
reasonable explanation for the transaction after examining the available facts. 

An attempt to commit any of the above acts may also constitute suspicious activity requiring the 
filing of an SAR. 

Suspicious Activitv Report 

MSC reports suspicious transactions relevant to possible violations of law or regulations by fil- 
ing a Suspicious Activity Report (“SAR’). If a Representative discovers activity that may indi- 
cate money laundering, he should first contact the Compliance Department. The Compliance 
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Department will then notify the firm's Anti-Money Laundering Officer. If the AML Officer 
deems that the activity warrants further review, he will in return file a SAR with the Treasury 
Department in accordance with the Patriot Act. 

, 
~ 

MSC will ensure that SAR records are maintained properly and kept confidential. 

We will file SARs for any account activity (including deposits and transfers) conducted or at- 
tempted through our firm involving $5,000 or more where we know, suspect, or have reason to 
suspect: 1 )  the transaction involves funds derived from illegal activity or is intended or con- 
ducted in order to hide or disguise funds or assets derived from illegal activity as part of a plan to 
violate or evade federal law or regulation, 2) the transaction is designed to evade the any re- 
quirements of the BSA regulations, 3) the transaction has no business or apparent lawful purpose 
or is not the sort in which the customer would normally be expected to engage, and we know, 
after examining the background, possible purpose of the transaction and other facts, of no rea- 
sonable explanation for the transaction, or 4) the transaction involves the use of the firm to facili- 
tate criminal activity. 

I Currencv Transaction Report 

~ The Bank Secrecy Act (BSA) requires brokeddealers to file Currency Transaction Reports 
(CTR) for cash transactions generally above $10,000 and small transactions made within a day 
that total more than $10,000. MSC prohibits the handling of cash transactions all together. 
However, a CTR may be filed in the event that a suspicious activity is detected. ~ 

It should be noted that advising the client when a suspicious act is being reported to the ap- 
propriate federal agency in the form of a SAR is against federal law. 

e. Transfers of $3,000 or More Under the Joint and Travel Rule 

When MSC transfers funds of $3,000 or more, we will record on the transmittal order at least the 
following information: the name and address of the transmitter and recipient, the amount of the 
transmittal order, the identity of the recipient's financial institution, and the account number of 
the recipient. Wires can only be sent to an account that carries the exact registration as that 
shown on the Pershing account. If permitted by Pershing and the accepting financial institution, 
exceptions to this rule may be granted with management approval. 

OFA C Reporting 

MSC will check that a customer does not appear on any list of known or suspected terrorists or 
terrorist organizations such as those persons and organizations listed on Treasury's Office of For- 
eign Assets Control (OFAC) Web Site (www.treas.gov/ofac) (and available on 
www.nasdr.com/money.asp) under "Terrorists" or "Specially Designated Nationals and Blocked 
Persons" (SDN List), as well as the listed embargoed countries and regions (collectively, the 
OFAC List). MSC has subscribed to OFAC's website to receive the frequent updates of this list 
to ensure accuracy. 

ACC002384 
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If a client is found to have matched someone on the OFAC list, MSC will take the following 
steps: 

1. Freeze the funds of the individual 
2. Place the funds in an interest bearing escrow account 
3. Notify OFAC within 10 days of discovery 
4. Notify client that funds have been fiozen 

A similar process will be applied if suspicious activity appears to have occurred or is occurring 
in an account. The account will be frozen, the f h d s  placed in an interest bearing escrow ac- 
count, and a SAR will be filed depending on the determination of the AML Officer. 

FinCEN Reporting 

Under Treasury's regulations (published in the Federal Register on March 4, 2002), we will re- 
spond to a Financial Crimes Enforcement Network (FinCEN) request about accounts or transac- 
tions by reporting to FinCEN the identity of the specified individual or organization, the account 
number, all identifying information provided by the account holder when the account was estab- 
lished, and the date and type of transaction. We will report to FinCEN as soon as possible either 
by e-mail to patriot~?fincen.treas.nov, by calling the Financial Institutions Hotline (1-866-556- 
3974), or by any other means that FinCEN specifies. 

LawEnforcement Reauests 

Upon receipt of a written request from a Federal law enforcement officer for information re- 
quired to be maintained under the Patriot Act, MSC shall provide the information to the request- 
ing officer no later that seven days after receipt of the request. 

10.7 AML RECORD KEEPING 

a. SAR Maintenance and Confidentiality 

We will hold SARs and any supporting documentation confidential. We will not inform anyone 
outside of a law enforcement or regulatory agency or securities regulator about a SAR. We will 
deny any subpoena requests we receive. We will segregate SAR filings and copies of supporting 
documentation from other firm books and records to avoid disclosing SAR filings. Our AML 
Compliance Officer will handle all subpoenas or other requests for SARs. We will share infor- 
mation with our clearing broker about suspicious transactions for determining when a SAR 
should be filed. As mentioned earlier, we may share with the clearing broker a copy of the filed 
SAR - unless it would be inappropriate to do so under the circumstances, such as where we file a 
SAR concerning the clearing broker or its employees. 

b. Responsibility for AML Records and SAR Filing 

Our AML Compliance Officer and his or her designee will be responsible to ensure that AML 
records are maintained properly and that SARs are filed as required. 

OS/] 7/05 
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c. Records Required 

As part of our AML program, our firm will create and maintain SARs and relevant documenta- 
tion on customer identity and verification, and funds transfers and transmittals as well as any re- 
cords related to customers listed on the OFAC list. We will maintain SARs and their accompa- 
nying documentation for at ieast five years. Other documents will be kept according to existing 
BSA and other record keeping requirements, including certain rules that require six-year reten- 
tion. 

10.8 CLEARINGflNTRODUCING FIRM RELATIONSHIPS 

We will work closely with our clearing firm to detect money laundering. We will exchange in- 
formation, records, data, and exception reports as necessary to comply with AML laws. Both 
our firm and our clearing firm have filed (and kept updated) the necessary annual certifications 
for such information sharing, which can be found at www.ustreas.aov/fincen/fi infoappb.htm1. 
As a general matter, we have agreed that our clearing firm will monitor customer activity on our 
behalf, and we will provide our clearing firm with proper customer identification information as 
required to successfully monitor customer transactions. We have set out these responsibilities in 
our clearing agreement under NASD Rule 3230. We understand that the agreement will not re- 
lieve either of us from our independent obligation to comply with AML laws. 

10.9 TRAINING PROGRAMS 

We will develop ongoing employee training under the leadership of the AML Compliance Offi- 
cer and senior management. Our training will occur on at least an annual basis. 

Our training will include, at a minimum: how to identify red flags and signs of money launder- 
ing that arise during the course of the employees’ duties; what to do once the risk is identified; 
what employees’ roles are in the firm’s compliance efforts and how to perform them; the firm’s 
record retention policy; and the disciplinary consequences (including civil and criminal penal- 
ties) for non-compliance with the PATRIOT Act. 

We will develop training in our firm, or contract for it. Delivery of the training may include 
educational pamphlets, videos, computer based training, in-person lectures, and explanatory 
memos. We will maintain records to show the persons trained, the dates, and the subject matter 
of their training. 

We will review our operations to see if certain employees, such as those in compliance, margin, 
and operations, require specialized additional training. Our written procedures will be updated to 
reflect any such changes. 

10.91 PROGRAM TO TEST AML PROGRAM 

Personnel of our firm will perform the testing of our AML program. Their qualifications in- 
clude: series 24 and one year of compliance experience. To ensure that they remain independent, 
we will separate their hnctions from other AML activities. AML testing will be completed at 

05/17/05 96 
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least annually. After we have completed testing, staff will report its findings to senior manage- 
ment. We will address each of the resulting recommendations. 

10.92 SENIOR MANAGEMENT APPROVAL 

Senior Management will approve our AML program as reasonably designed to achieve and 
monitor our form’s ongoing compliance with the requirements of the Patriot Act and the imple- 
menting regulations under it. 

05/17/05 
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Web CRD - RR H 9. SIGNATURE [User Name: smcbeel, OrgII): 48061 Page 1 o f 2  
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Name and principat place of business of firm filing this form: 
Applicant Name: 
MUTUAL SERVICE CORPORATION 
Address Street 1: 
250 AUSTRALIAN AVE SOUTH 
Citv: State: Country: Posta 

Address Street 2: 

FL WEST PALM BECH I1 
I 

UNITED Code: 
STATES 3340 1- 50 t 2  

CRD Branch Number: 
102127 
Firm Billing Code (Firm Branch Designation): 
490 

Branch Office Location 
Branch Address Street 1: 
5312 N 12TH STREET 
City: State: 
PHOENIX 

Country: Postal Code: 

Branch Address Street 2: 
SUITE 301 

85014 

Private Resldsnce Check Box: 

hone Number: 

]/Date operations ceased or will cease a t  the branch office (MH/DD/YYYY): 
03/ 12/2008 
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Web CRD - BR )) 9* SIGNATURE [User Name: srncbect .I OrglD: 480G) Page 2 ,bf 2 

A "signature" includes a manual signature or an electronicafly transmitted equlvalent. For purposes of an electronic 
form filing, a signature IS effected by typing a name in the designated signature field, The applicant or applicant$ 
agent has  typed the applicant's name under this section to attest to the completeness and accuracy of this recorkl. 
By typing a name in this field, the signatory acknowledges and represents that the entry constitutes in every way, 
use, 5r aspect, his or her legally binding signature. 

* 

Name of Person $ling Form: 
SUE MCOEE KERBY SR. REG. ASS~CIATE 

Telephone Number of Person Fillng Form: 
561-835-4100 

> 
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DIVERSXFIED FINANCIAL 
5312 North 12th Street Suite 301 Phoenix, A h m  $!3014 

(602) 224-(i040 (602) 957-4845 Fax (602) 266-5307 

Richard M. Schmennan, CFP, ChFC 
Registered lnvesrment Advisor 
Member crf the Registry 

of Financial Planning Practitioners 

September 11, 1995 

Dear Burrie and Barhara, 

Enclosed you will find your investment management statement as of June 30, 1995. This 
reflects all investments and sales transacted before this &e and includes all applicable 
brokerage charges wliess otherwise noted. 

The Duw Jones Industrial Average has risen nearly 20% for the $mi eight months of 1995, 
while the average stock muhu;llji4nd posted a total return of9.67M for the second qwrrter of 
1995, which is the best since the$rst quarter of i99i. nis taib lras been based on 
declinmng interest rates, low injlation, and strmg corporate earnings. The current buil 
market in stocks began in August, 1982, and so far has lasted Over 13 years, representing the 
longest bull market in history. 

** t d 

It has become apparent to us that l ~ # i t ~ t i ~ n ~ ~  and individual investors have been literally 
throwing money at the stock market as if pro@$ were a virtual guarantee. As equity prices 
extend their tmjectory, it becomes increasingly important to maintain a sense of perspective, 
to avoid getting caught up in the e ~ t ~ ~ i ~ s ~  of the market. Stock market literature has 
turned extremely bullish with many analysts now advocating buying and holding equities for 
decades or even for a Infetime. Almost eve~,jinancial magazine and newspaper has become 
a cheerleader of mutualfirnds, investors have moved beyond the “sober investment stage” to 
a more emotional stage associated with euphoria and speculation. 

We have tried to “make sense” out of the rally by raiionalizing and attempting to outline the 
factors which would ultrmotel’ lead to a decline. I$ is mazing to me that equities continue 
to be purchased at an almost frantic pace. This situation has reached the point of absudity 
with new finds being brought to market on a daily basis. Investors have Becomt? convinced 
that all sell-08s simply set the stage far the next big advance. The current market action 
remrnds us of a “wildjraternity party with everybody stunding near the door hoping to leave 
before the police show up.” ACCOI 3770 

SCHIvlERMnN 
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It is troubling to hear the "don'f worry be happy" cornensus developing. We stmngly believe 
that the well-established standards o j  value jor securities do retain their old significance. 
The level of enthusiasm is getting too high, with some prominent bearsjnally throwing in the 
towel and a few analysts getting involved in a "can you top 8his"predction contest - catling 
for Dow 5500, 6000 and 7000 within Q year. 

Each time the equities market begins to decline, a growing number of investors are mshing in 
as though it were a major ttuyitg opportmity. The intolerance for cash (or any non-buy and 
hold strategy) has reached an extreme that is literally forcing any new investors into the 
bullish mainstream. Initial public uflering bubbles are a good guide to speculative excesses 
within markets. #%en a cornpatty such us Neiscape with cumulative revenues of $15 million 
is worth $3 billion in stock, we are entering "the silly season." 

We keep hearing that "this time it is diflerent." The majority of individuals have been 
conditioned to buy dips in this market, which typically occw only at signijicant trend 
changes. People are being led to believe that in order to ge# rich, they need to put their 
money into aggressive mutualfunds and then hang on for the next twenty or thirty years. 
Toduy, there are over 30rUQ0 investment clubs with new ones forming at a rate of I00 per 
week. 

Since 1926, there have been only six years when the Standard and Poor's SO0 rose more than 
18% in the first six months. In  each of these instances, &e second barf of the year was 
negative with a median decline of 5%. History shows that stocks usm~lyfollm one of two 
paths after m exceptionally strongBrst ha& They either level o f  as in &e last six months of 
1991, or a steep dive results as in 1937. In the lust 25 years, there have ody been five up 
Septembers. At this point, it  is almost ridiculous to talk about stock valuations, 'Tlhe stock 
market has already moved beyond ail time-honored measurements, When the price/dividend 
ratio reaches 30 times, this shows a historically overbought market. There have been five 
znstances m which the S&P 500 sold for more than 30 times dividends. Each of these yield 
extremes were associated with a market decline of2096 or more, Right now, we ore at 43 
times dividends. When the Dow Jones hit its top of 2722 back in 1987, the dividend yield was 
250%. At Dow Jones 4735, the dividend yield was 2.32%. 

I t  IS importunt to exercise caution in this high-risk environment and not get caught up ip~ the 
citrrent market euphoria. We will consinire to trade our highquality issues for the short-term 
and leave our longer term investment methods for another timepriod. Apw analyzing much 
historical technical data, we are concluding that a major top on the Dow Jones fndusirials 
may have been made at 47.227 on a closing basis or 4768 intraday. This level has only been 
exceeded for two days and by onry nine points over the last two months. Never has the Dow 
Jones gone so long (4.8 years) without Q correction of at least 10%. Until July, the major 
averages had not even corrected 2% on a closing basis. Based on lower highs and lower 
lows, our expectation is that the Dorv Jones will be rolling over and heading much lower for 
the next couple of months. Major supporr on the Doiv Jones industrial Average comes in at 
4552. A iS% correction would put 81s be tiveen 4000-4100 and fhis is a likely probabilify. 



t 

Amid signs that economic growth is slowing, this year's gains have been spwred by a bond 
market ralb that has seen the yield on the 30-year Treasury Bond fallfrcm 7.90% fo 6.55%. 
Our neutral analysis expects the 30-year Treasury Bond market to trade in a m g e  of 
6.30%-7.25% for the majority of 1995 tis technical andfkndarnentaf factors gradually remain 
favorable. 

We are continuing to wrestle with the prospects for tl business recession. The bund ma&@t's 
yield curve is becoming slightly inverted (long-term interest rates fail below short-tam rates) 
among shorter duration instrumenis. History shows these inversions ofien precede recessions, 
The bond advance has been based on weaker economic stutistics and the hope that these 
weak statistics wiN spur the Federal Reserve to firther drop interest rates. It is clear that the 
Federal Reserve does not want to be held responsible for an election year recession and will 
continue moving to minrrnize the likelihood of this event. 

With a slowing economy and a stronger U.S. Doliar, the economic$mdamentals remain 
positive. The latest rally in the US. Dollar Seems to refect a belief that the U.S, Congress is 
finally serious about reducing the federal dejcit. Intervention on the prt of the Bank of 
J a p n  and the Federal Reserve to strengithen the dollar has initially proven to be successfirl. 
Unless US. conwmers are willing to tap their already meager savings to sastain spending, 
retail sales will continue to stall. Many reasons have been cited for the slowdown in 
consumer spending, tncluding an overextended credit environment, renewed concerns over 
near-term job prospects, and exlreme sofmess in durable goods orders, Inpation is rising 
modeslfy and the economy is near full emplayment. If there is a pickup in growth, it would 
tighten up the labor market and put upward pressure on average hourly earnings, which are 
continuing to rise. 

Sincerely, 

Richard M. Schmeman 

ACCOl3772 
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DIVERSIFIED FINANCIAL 
5312 North 12th Street Suite 301 Phoeaix, Arizona Sill4 

(602) 224-6ooo (602) 957-4845 Fax (602) 266-5307 

Richard M. Schmeman, CFP, ChFC 
Registered Investment Advisor 
Member of the Registry 

of Financial Planning Practitioners 

March 30, 1996 

Dear Burrie and Barb, 

Under the Brochure Rule of the Xpvestmcat Advisers A d  (Rule 204-31, all R gistered In 'esmemt 
Advisers in the United States arc required to deliver a written description of the fkm's available 
services and qualirications to its current and prospective fmmcial advisory clients. 

Enclosed is Form ADV-Paa 11 (dated March 29,1996) ofthe Uniform Appfication for Investment 
Adviser Registrition with the Securittes and Exchange Codssion. 

If you have any questions about this, please do not hesitate to contact ow: fm. 

Richard M. Schmman  

Enclosure 

RMS tdm 
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DIVERSIFED FINANCIAL 
5312 North 12th Street Suite 301 Phoenix, Arizona 85024 

(602) 224-6040 (602) 957445 F a  (602) 2664307 

Richard M. Schmerman, CFP. ChFC 
Licensed Investment Advisor 
Tax Planning and Portfolio Management 

February 4,2008 

Dear Burrie, 

Just wanted to k t  you know we are moving to a temporary location through 
the fall of 2008 Our ofice building of 17 years caught fire and needs to be rebuilt. 
Fortunately, none of your records suffered any material damage because of our 
security, record retention, and file maintenance procedures. 

. ~*'..\- i. ' ~. -. . L. 

In the interim, we will be moving our office on February It 2008 to the address listed 
below: 

New ofice 

Pointe Business Plaza 
7227 North 
Phoenix, Arizona 85020 
(1 6'h Street just north of Elendale Avenue on the east side) 

Street, Suite I80 (Building 6) 

Phone: (602) 224-6040 
Phone. (602) 234-2495 
Fax: (602) 286-5307 

These phone numbers and fax number will remain the same. 

As you can imagine there have been some logistical issues but generally, it has been 
business as usual in meeting your investment advisory and tax planning needs. 

If you have any questions or concerns, please don't hesitate to calli our office. 
i L  

Securities Offered Through Mutual Service Corporatzoa 
Member NASDlSlPC 

&versified Financial IS not aifiliated with Mutual Service Copration 
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Corporate ~ompf~ance 
4750 E. Francisco Or., Phoentx, AZ 85044 
Tel (602) 977-4642 Fax (602) 977-5220 

September 2,201 1 

VIA SECUHE MESSAGE YOKTAL 

Phong Huynh 
S~~ A t t o ~ ~ y  
Arizona Corporation Commission, Securities Division 
1300 W ~ ~ h i n ~ t o n ~  3‘d Floor 

ard Mark S ~ ~ ~ ~ r ~ ~ n  CRDIf1302988 

Dear Mr. Huynh: 

This letter is in response to your inquiry to Charles Schwab & Co. Tnc. I”Schwab”) 
dated August 8, 201 1 and our conversation on August 24,2011, I have responded to the 
questions in the order presented. 

1. As we discussed, Schwab used &ates of April 16, 2010 to the present, as Mr. 
Schmerman and his firm Diversified Fimcial were closed on April 15, 2010, 
and we were unable to locate any accounts in which Mr. Schmerman or 
Diversified Financial held power of attorney (POA). 

2. See response to item 1,  

3. On the enclosed CD you will find copies of internal reports, ~ ~ e ~ t ~ g  
correspondence concerning ssive trading, ~ s u i t a b ~ ~  ~nvcstmen~,  or 
excessive advisory fees r e ~ a ~ d ~ n g  S c ~ e r m a ~  and the accounts he had POA 
over. 

For reasons of business conf iden t i~ i~ ,  Schwab requests confidential ~reatment for the 
information contained in this letter and the documents provided pursuant to your request 
{the “‘Confidential Material”)). The Confidential Material contains infomation concerning 
Schwab’s business and is maintained in confidence by Schwab. Accord~gly, the 
information and documents provided are submitted to you with our request that they will 
be kept in a non-public file iurd the only the Arizona Corporation Commission sta 
have access to them. Should you receive any request for these documents, Schwab 
requests that the firm be furnished a copy of all written materials pertaining to such 
request. Our production o f t  se documents is not intended to, and does not; waive any 

Charles Schwab & Co Inc Member SlPG ACC013613 
FILE #8145 



applicable privilege or other le al basis under which i 
production. 

have any qu~s t ion~,  or require add 
hone at 602-977-4642, or by fhcs 

hwab & Ca., Inc. 

ACCO13614 
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Charles Sehwab Secure Email Re: Richard Mark S c ~ e ~ a n  

Greg Thornsen 

Re: Richard Mark Schmerman 
Folderri 

Inbox 

From: ~ ~ o . T ~ ~ s ~ ~ ~ b . ~ ~  

TO: 

Re: RIchardM 

Sent. OS/l2/201101:28 PN 

Expiration 05/19/2011 01:31 PM POT 
D;rte: 

Attachments: 

h~s://secureetnail.schwab.comiwebsafel~action?cmd=view~essaee&fid=352842&... 5/12/2011 133554 



Charles Schwab Secure Email Re: Richard Mark S c h e m a n  Page 2 of3 
. .  

April 29, 2011 

Phong (Paul) Huynh 
Arizona Corporation Cmuuission 
Securities Divisian 
1300 W Washington, 3rd Floor 
Phoenix, A285007 

Re: Richard Hark Schenaan CRD t1302938 

Dear M+. Huynh, 

This is in response to your request for infonnatxon dated April 8, 2011, 
to C h a r l e s  Schwab 6 Co., Inc. {"Schwab") for the a h  referenced 
matter. Attached are the following: 

1. Account opening documents and statement8 for sccount n&r 
t .* t-'926; 

2. Please review "Associated Accounts" for the list of accounts 
that were in the nsme and/or control of Richard Schmtnuan during the ACG 

FtLEM145 



Charles Schwab Secure Email Re: Richard Mark Scheman 
d 

period as referenced on your inquiry. 

For rea3ons of business confidentiality, Schwab requests confidential 
treatment for  the information contained in thia letter and the docurnents 
provided pursuant to your request (the Yanfidential Material”). The 
Confidential Material colltains infanastion concerning Schwab’s business 
and is acaintaiaed in confidence by schwaib. Accordingly. the information 
and documents prw+ded are submitted to you with our request that they 
will be kept An a non-public file and that only the State of Arizon 
staff will have access to them. Should you receive any request for 
these documents, Schwab requests that the underaigned rmnrdiately be 
notified of such request, and be furnished a copy of all written 
materials pertaining to such request. 
is not intended to, and does not, waive a applicable privilege or 
other legal basis undez which infozmntion 
production. 

Should you require any additional information. pleaae contact me at 
(415) 667-0734. 

Our production of these documents 

y not be subject to 

Thanks 

Armando Torres 
Senior Camplaance Specialist 
Compliance Department 

Page 3 of 3 

wab and CO. All 
use ei restnaed to a 
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Account Name 
RICHARD M SCHMERMAN DBA DIV FINANCIAL 

JOHN A LOOMAN 
STEPHEN F ALBERT 
DONNA LEE STOUT 

BONNIE FOSTER REYNOLDS 
CARL ALFRED KALLGREN I l l  & 

RICHARD J RUBIN 
RICHARD J RUBIN 

DOMENIC DONALD SlRlGNANO & 
PEGGY LEE MYERS TTEE 

RENA C BALDENEGRO 
ROBIN JONATHON SAMUEL & 

ROLF F VRLA 
BARTON A BROWN & 

JUDITH A LEVIN 
ROLF F VRLA TTEE 
JOSEPH A MILLER 
JUDITH A LEVIN 

MARY LOU SlRlGNANO 
LINDA M COX 

FRANCES VENICE POTTER 
JOHN A LOOMAN 

GEOFFREY DANIEL VRLA 
ROLF F VRLA INH IRA 

ANN V DRAGANICH CUST FOR 

DONNA LEE STOUT 
WENDY G KALLGREN 

SANDRA S ROSE TTEE 
BARBE ANN BRZEZINSKI 

MELVYN C ROTHMAN 
TRACY ANNETTE ANTHONY 

JEAN LOU OSENBAUGH 
NANCE J EWING 

FRANK R MADIA TTEE 

MARK D VRLA 
ANN V DRAGANICH INH IRA 

JOHN A LOOMAN 
ERIC M FISCHER & 

BONNIE FOSTER REYNOLDS 
LILA FAE ATHERTON 
LILA FAE ATHERTON 
RICHARD C MOWN 

MAX L WITTER 
MARIE E BEBEE CONSERVATOR 

DICK E WITTER TTEE 
CARRIE LOUISE HEMPEL 
CARRIE LOUISE HEMPEL 

MARCY JEAN HENDERSON 

EVE-MARIE VRLA 

R VRLA & C STOSKOPF-VRLA TTEE 

RACHEL D ELSON-ROTHMAN 

Account Open Date Date Delinked 
12/28/2001 
12/5/2005 
4/23/200 1 
5/23/2005 
1 /4/2005 

211 1/2000 
7/22/2003 
7/22/2003 
5/17/2006 
511 811 997 
411 711 998 
911 212008 
1 1 /5/2009 
1 1/26/1993 
1211 512009 
6/26/2003 
511 512003 
512 512006 
211 1 12004 
1211 512004 
5/20/1997 
12/31/2008 
10/27/2001 
1/19/2010 
1 1 /5/2009 
12/2/1998 
7/7/2002 
512 312 00 5 
1/26/1994 
211 012003 
I /30/2009 
8/8/2005 
6/23/2005 
1 1 /6/2009 
711 511 998 
3/23/2000 
3/27/2001 
12/20/2009 
12/21 12009 
1 1 / I  0/2009 
12/29/2002 
1 /2/2005 

7/22/2005 
7/22/2005 
1 1 / I  312003 
311 012005 
9/25/2008 
1 1/6/2008 
12/27/1995 
12/27/1995 
3/8/2002 

4/5/2010 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/20 1 0 
4/5/2010 
4/5/20 1 0 
41512 0 I 0 
I 1 /5/2009 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/20 1 0 
4/5/2010 
4/5/20 1 0 
4/5/2010 
41512 0 1 0 
511 912009 
4/5/20 1 0 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/2010 

ACC008363 
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DANA KENNETH HICKS & 
MICHAEL J HOCKENBERGER & 

MARIE E BEBEE CONSERVATOR 
PEGGY LEE MYERS CONSERVATOR 

JUDITH A LEVIN 
LINDA O'NEAL DAVIS 

H. LEE DAMESHEK MD 
REBECCA WAYNE 

BARBE ANN BRZEZINSKI 
E PAUL KOURY 

DAVID JOHN LANE & 
EDNA M LOOMAN 

JOAN MAGEN CUST FOR 
JOAN MAGEN CUST FOR 
JOAN MAGEN CUST FOR 

JOAN MAGEN 
JOAN MAGEN & WALTER MAGEN TTEE 

PHILIP ALAN MAGEN 
PHILIP ALAN MAGEN 

RICHARD JAY MAGEN 
WALTER MAGEN 

SHEILA LAVINE TTEE 
MARCY JEAN HENDERSON 

ROLF F VRLA TTEE 
G LOZES & M HENDERSON T E E  

JOAN MAGEN CUST FOR 
BARBE ANN BRZEZINSKI 

JOE C LINDSAY & 
JEAN MARIE METZLER 

CYNTHIA A HASPER 
DAVID PELLISH 

RITA ELLEN PELLISH 
JUDY PELLl SH 

MICHELLE Z DAMESHEK 
ROBERTA ANN PIKE 

MICHELLE Z DAMESHEK 
JO ANNE L DELLE 
JO ANNE L DELLE 

RICHARD C MORAN 
NANCY W POTTER 

DANIEL ROTHMAN CUST FOR 
B ROTHMAN & M ROTHMAN TTEE 

BARBARA J ROTHMAN 
DANIEL ROTHMAN 

DANIEL ROTHMAN CUST FOR 
CATHI HELAINE RUBIN 
JOAN FARLEO RUBIN 
JOAN FARLEO RUBIN 

STEPHEN A RUBIN CUST FOR 
JUDITH C RUBIN & 

STEPHEN A RUBIN CUST FOR 
STEPHEN A RUBIN 

31511 997 
61211 995 
9/24/2008 
12/8/2009 
711 812000 
5/27/2006 
3/27/2006 
811 912008 
1/30/2009 
1 1/3/1999 
612811 996 
811 911 996 
5/23/200 1 
711 / I  998 
7/1/1998 

1011 911 987 
712511 991 
8/1/1994 
5/30/1995 
412311 991 
812311 994 
311 011 997 
1 /20/2006 
511 512003 
311 212002 
211 312004 
1/30/2009 

1 1 /24/2008 
1/19/2010 
1/26/2009 
61411 999 
1/22/1996 
611 011 997 
3/28/2006 
2/7/1995 
3/24/2006 
31811 996 
31811 996 

1 1 / I  312003 
412711 993 
81711 997 

412811 987 
411 511 986 
7/31/1991 
91211 999 

4/20/1987 
1 1 /30/1 994 
12/29/1994 
1 1/30/1994 
81311 999 

1 1 /30/1994 
1 1 /30/1 994 

4/5/2010 
4/5/2010 
4/5/20 1 0 
4/5/2010 
4/5/2010 
4/5/20 1 0 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/2010 
1/8/2009 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/20 1 0 
4/5/2010 
4/5/2010 
4/5/2010 
1 1/5/2009 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/20 1 0 
4/5/2010 
4/5/2010 
4/5/2010 
5/7/2009 
4/5/2010 
4/5/2010 
4/5/2010 
4151201 0 
4/5/20 1 0 
4/5/20 1 0 
4/5/2010 
4/5/20 1 0 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/20 1 0 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/2010 

ACC008364 
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STEPHEN A RUBIN & 
STEPHEN A RUBIN 

ROBERT H LOOMAN 
JOAN MAGEN 

RICHARD M SCHMERMAN 
TRACY ANNETTE ANTHONY 

JUDITH A LEVIN 
BETH L LOOMAN 
JUDITH A LEVIN 
DICK E WIlTER 

JAMES ASHLEY SMITH & 
EVE MARIE VRLA IRREV TRUST INH 

JEAN LOU OSENBAUGH 
ANN V DRAGANICH 

SALLY STANLEY 
VlKl STEENHAUS 

CHRISTINE A STOSKOPF MD 
SCOTT F STOWE 

SCOTT F STOWE & 
LEVINE LIMITED PARTNERSHIP 

MONS MARC ROSE 
VLASTIMIL VRLA 

MICHAEL CHRISTIAN VRLA 
STEPHEN PATRICK VRLA 

CHRISTINA MARIE KOETH CUST FOR 
ERIC JAMES HASPER 

GEOFFREY DANIEL VRLA 
MARK P VRLA INH IRA 
CYNTHIA LEE WEST 

JOE C LINDSAY 
MARY PARK YOUHANAIE 
ELIZABETH IRENE AIKEN 

NANCY JEAN ALBERT & STEPHEN F ALBERT TTEE 

I 1 /30/1994 
12/29/1994 
1211 12009 
12/2/2009 
10/30/1985 
212 1 12006 
4/30/2003 
12/5/2005 
6/26/2003 
1 1 /6/2008 
2/9/2000 

12/29/2009 
1 1 /6/2009 
12/21/2009 
211 / I  995 
7/6/2000 
4/23/2001 
11/1/1993 
811 911 996 
912611 996 
8/27/2008 
1211 812004 
812311 993 
811 211 998 
1111 312001 
1 012 112004 
512 512006 
1 1 / I  312001 
12/20/2009 
1/9/1998 
1 I /6/2008 
411 711 998 
811 412008 

4/5/20 1 0 
4/5/2010 
4/5/2010 
4/5/20 1 0 
311 21201 0 
4/5/2010 
4/5/2010 
611 612009 
4/5/20 1 0 
4/5/2010 
4/5/2010 
4/5/20 1 0 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/2010 
311 812009 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/2010 
4/5/20 1 0 
1 1 /5/2009 
4/5/2010 
4/5/20 1 0 
4/5/2010 
4/5/2010 
1 121 120 1 0 
4/5/2010 
4/5/20 1 0 
4/5/20 1 0 
4/5/2010 
4/5/2010 
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211 Main St, San Francisco, CA 94105-1905 
Tel (800) 435-4000 

April 29,20 1 1 

Phong (Paul) Huynh 
Arizona Corporation Commission 
Securities Division 
1300 W Washington, 3d Floor 
Phoenix, AZ 85007 

Re: Richard Mark Schmerman CRD #1302988 

Dear Mr. Huynh, 

This is in response to your request for information dated April 8, 2011, to Charles Schwab & Co., Inc. 
(“Schwab”) for the above referenced matter. Included on the enclosed CD are the following: 

1. Account opening documents and statements for account number ****-*926; 

2. Please review “Associated Accounts” for the list of accounts that were in the name andor control 
of Richard Schmerman during the period as referenced on your inquiry. 

For reasons of business confidentiality, Schwab requests confidential treatment for the information contained 
in this letter and the documents provided pursuant to your request (the “Confidential Material”). The 
Confidential Material contains information concerning Schwab’s business and is maintained in confidence 
by Schwab. Accordingly, the information and documents provided are submitted to you with our request 
that they will be kept in a non-public file and that only the State of Arizon staff will have access to them. 
Should you receive any request for these documents, Schwab requests that the undersigned immediately be 
notified of such request, and be finished a copy of all written materials pertaining to such request. Our 
production of these documents is not intended to, and does not, waive any applicable privilege or other legal 
basis under which information may not be subject to production. 

Should you require any additional information, please contact me at (41 5 )  667-0734. 

Thanks 
.-I-- _” 

c “’/ 2 
Armando Torres 
Senior Compliance Specialist 
Compliance Department 

Enclosures: CD 

Charles Schwab & Co., Inc. Member SIPC. 
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I DIVERSIFIED FINANCIAL 

I (602) 224-6040 (602) 957-4845 Fax (602) 266-5307 
I 

5312 North 12th Street Suite 301 Phoenix, Arizona 85014 

1 

Richard M. Schmerman, CFP, ChFC 
Registered Investment Advisor 
Tax Planning and Portfolio Management 1 

Dear Pat, 

Enclosed are your 2005 income tax returns including the originals and duplicate copies of the following: 

Form 1040: 
Form AZ-140: 

U.S. Individual Income Tax Return 
Arizona Individual Income Tax Return 

Please mail the returns to: 

Internal Revenue Service Center 
Fresno, CA 93888-0002 

Arizona State Department of Revenue 
P.O. Box 29205 
Phoenix, Arizona 85038-9205 

Please sign and date the original returns and the appropriate forms. Retain the duplicate copies with your 
tax records. 

The returns were prepared from materials furnished to us and we have not audited the information. Please 
review before filing to ensure there we no omissions or misstatements of material facts. 

Taxing agencies have the authority to request the documents supporting your returns. Therefore, you 
should retain your income tax returns and supporting documents for a minimum of three years. Please 

Agencies regarding your tax returns. 
contact us immediately if you rrc~:ivr .wiy cnmxgnn frc.9 either tho- ‘x Ekt:: P.evcnue 

j 

us. 

Richard M. Schmerman 

ACC009269 
SCHMERMAN 

FILE18145 _ _  - 

We appreciate the opportunity to serve you. If ydu have any questions, please dci not hesitate to contact 
i 
I 



Page 1 of 1 

c 

Posting Date: 2006-02-28 
Sequence #: 104 I40898788 

Routing Transit: 12210002 
Amount #: $1 O O ~ . ~  
Check/Serial#: 000000006656 
Bank #: 60 1 
Tran Code: 006656 
IRD: 0 
ItemType: P 
BOFD: 00~00000 
cost center: N/A 
Teller Number: N/A 
Teller Seq Number: N/A 
Processing Date: N/A 

Account #: m 1 0 1  

.yI * .e.. ..,.. - L  -3 y. . .  

* .  
. & .  



Posting Date: 2006-09-1 2 
Sequence #: 9340289680 
Account #: -8282 
Routing Transit: 09200541 
Amount #: $42092.3 3 
Checkherial #: 000500195398 
Bank #: 60 1 
Tran Code: 000000 
IRD: 0 
ItemType: P 
BOFD: 1 1 1900057 
Cost Center: N/A 
Teller Number: N/A 
Teller Seq Number: N/A 
Processing Date: N/A 

n r s m O U E W T W s U l U m R I K W ~ ~ ~ ~ ~ F ~ ~ ~ ~ ~ ~ ~ ~ . ~ ~ ~ ~  

FORTY Two THOUSAND NINEn TWO W W S  AND 33 CENTS 

. $ 42.0 . .  

TO THE 
ORDER OF: PAT R. OLVEY TRUST 

92 1513?6€3? 1 

ACCOO9270 
SCHMERMAN 

FILEMI45 

https ://instantimage.bankone.net/S t ar/action/Print .do?singleItem=checkbox. 
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Posting Date: 2007-09-1 9 
Sequence #: 9340062811 
Account #: -402 
Routing Transit: 121 00024 
Amount #: $20353.33 
ChecWSerial #: 00063 161 0086 
Bank #: 60 1 
Tran Code: 000000 
IRD: 0 
ItemType: P 
BOFD: 1 1 1900057 
Cost Center: N/A 
Teller Number: N/A 
Teller Seq Number: N/A 
Processing Date: N/A 

i i "'"Twenty thousand three hundred flm 
I 

. .  

https://instantimage.bankone.net/Star/ac 

Page 1 of 1 

, -  .. I 
. . . . . . . . . .  

~ . .  . . .  
'\September 15,2007 .. i . . . . .  

0 UST*** 

hree dolrars and 33 cents" **$20,353.33** 1 

. . . . . . . . . . . . .  

' 0005383441 

A&009271 
SCHMERMAN 

FILE#8145 
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3. Powers of the Trustees 
(a} By xipin# the CcniRution confained In Section 4, the TN5tecs hctcby cer- 

ti3 that Schwab is Mhodrsd to follow Us ~nslrncllom o h y  Tmstcs urd 
to delivcr funds, recuritict or any olhtr wsco iit the brokerlpc account to 
any Trustce or on my Trustee's Instructions. beuusc ailha?( 1) the Trust 
Agreement upready gravida thrl each haec is authori2cd to act in&- 
vidwlly, independently mnd without the consent o f  Hte other T~~stetr  for all 
purposes related to thcTmsl brokeqc  account with Schw&b, or (2) i f  !he 
Twst Agrsemcnt docs not contain cucb an txpnsr provision, the Tnrrlae M 
acting &B obtained tk rqukito comnt or the othcr'lwt-r in accor- 
dance with the requirements oftha I'xurt Agrecmcnl. Please p&t the M ~ W  
oFAL TN iece liskd in chs Tmt hgremcni he*. 

6 ObV@y. 
N8me a h f W  

NamrarCe-Brter . . 
~ ~ m t  .rc+nwtc 

Name brC+?hs4sI 

(b) By indicaring"yu" below, the underri Trurtpcr hereby ccdw that 

powm IO dakpue to orhm (such ac a lnmcial ndviaor) the authority 10 
give hading insmctiom with rapen to tha Trust's bmkcngc rccctint with 9: SchwgNt Co., Im 

cirhcr the Trust A p c m d  or applick P I lnw g r ~ n l ~  thcTmstcc(s) the 

(c) The undcrsipcd Trustees certitj that hey have tbc power under the TruSr 
Agrsuncnt to intu into tnnraclionr for Ihe purchase and 1810 of sccu~tiss 
md other imedtmentl, including, without limitation. stocks (preTmd or 
common), bonds, mutual funds and catifieatu of deposit. 
In addiiinn to the foregoing powers, by indiulln8 "ycs" w h a t  mpplicabie 
belaw, the Tmtecr bemby c d f y  that the Trust Apemcnc aka specifically 
authorizer theT~rurtees: 
(j) IO maintain a M8giIl and Short Account utd through rueh )EEOWII to 

purchan rceuriliu on marpin, scIl sauritie8 lhrt the Trust does not 
own (i.0,. rhon :olea) snd LO borrow ssourtfiu in ~nm&On rbonwirh. 
to borrow monv, IO secure the erfonnancs olthc Trust's obliptiont 
to tha Accounts and tb gronl outtdty IO the brdremp* 6m, rbbg 
primipl or otherwine, to pledge, rcpkdgd, hypolheertc or chypothc- 
Ute uccU efthe TruSk 

opiioni, including, wirhorlt I~rnitatim. tho pltr- 
sad &e writing (salc} ofwvcnd a d  uncovered 

puts md c d l b o  
0 Ysr 

Certah A d  id u;perimtiaI requlmmenls inus be mcl'lo trade @ions 
l h w g h  Schwrb and J mparrte Option Applica&im must be completed. 

ACC00965.6 
SCHMERM4N 

Fll+lWl45 

- For Charles Schwab Use Only Account Number __ _- ___ ____ _-_ --__ _- -__ 
Plp. 2 81399 Charles Schwb 1 Co.. Inc. A# rbhtr reservrtl. Wmbr SIPWUYE, CRS 26571 (10s-6502) APP2437-1(1049) 
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4. Cert ificatlon, hust  Indemnity and Agreement [AIITrusloes list8d in me ~ r u s i  document musl comp/etob~ 
In oonridarlion of Charles Schwab & Co., lne. ("Schwsb') opening and'or 
m8intainin~ I brokerage ocwunl for rhe Tmil wmcd above (the "TNsI-), tht 
undcnlpsd Trustees of the Trust mpsenL, wmnt and d r y  that the repre. 
senrutitians mde bcwin are tnre, urmplctc and accun~e, thhrt the undcrst,wd 
Tnuteco arc dl of  thr Trusts= ofthe 'Itust. that the Trust Is in fu\l Porn a d  
effect and tbt h e  Twst Agncmcni'(as dcflned ~bovc) h a  not bccn w a k e d ,  
modified or amended in my manner which would cause the npresenutions 
contained in this Ceitltlcation to be inmurate o? incontct. 
[f then ia more thrn one TNI~PO, nnd no one Trustee hrs authority, wring 
individually and Without notica lo any other Trustee, to &at with Sthwb 
indcpndendy. Schwb is authorized to follow the instnrctions of  my otthc 
Ttuaeer listed m subssction (8) of Seetioa 3 of this Aecounl Application and to 
dclim Cundr, rceuriticr 01 otha assets in the brokpgc iccwnt to any T d e e  
or on uy TNWC'J Inrrme(ionr on the prcwmptb !hat the Tmrtct BO rclinp 
h u  obtained the nquirite consent of the other Trwku in accordance with the 
Trust A g ~ m c n l .  !I i s  the re8ponaibility of  the dcdgnsted Trustcc(s) Io consult 
with PI othcr'fru~tor before dving Sehwrb m y  instructions regarding Ihe 
account. Schwbb ir no1 nsponsiblr fordetcmlninp lhe purpose orpropdetyof 
any ir*VucliMs received *om any Ttusttt or fm tlic disposition olpaymnla 
or deHverln among Tnrstccr. Any notice sent lo one Trustct sball Wn6tilUb 
notice (0 all 7rU5tzcS. 
Schwab will rely on this Cutificarjon nnd upon the repenurions made 
hcrcja unless a n d  until it  mciva wtiuen notice of chanpcd 'hnnIrr(r) Qr 
writm noriw of my eyfn* a.&ccliirg the Trustee's powers dosrlbct! above. The 
undersigned bsteer o p e  to rand written notice prmptJy 10 Schwab of ~ n y  

change in Tmsicw, ormy amcndmcnt ar modification to ihcTrurtA.pemmt 
ihot would cause tho rsptcmtations containad in this CcrtillcaliDn to be or 
become inacconta or i n e o n ~ c ~  01 of &e occumncc of my event k t  wwld 
rfkct the TNII'~ rDVOC8bi~i. ~hc 'j'rrttc'r powers or 8ny nprcscnraloM 
ma& in this Certification. 
Schwtb mpeck your prlvacs Scbwib will use the information you provide, 
among other thmpr, to open and rervicc ywr  account, IO communicate wid 
you when necarary, to provide you with additionct inkrtn&M a b 0 U i  produclr 
and stlvicer, and to provide p u r  1M and hlWr dcrienca whh infomation as 
provided in l u  Ccttificatlm. Please ull Schwab et I-800-515-2157 for I copy 
o f  Schwab', P r b y  PIedgc. 
The undersigned Trustees henby jointly and werally indemnify Sehwnb and 
each of iu ofliceti, dincloir, employees and rgnotr frm1, and hold 8Uch per- 
sons kvinkrr agaiwt, any c l s l m ~  judamcns. lurehargcr, rdtkmrcrt amounts 
or olhcr lhbilitim or costs of defense or rtt1GmCnt (iieludng attomreyc' f e d  
eridng ouI of  orrelrled IO sny actual of rllegcditnpmpcr or unsuitable d o n s  
taken st such Tmsles'r instrucrim in emnuion widl the bmkeragc aca)unt 
csliblirhcd at Schtvlb for the Trust. ThM indemnification is made by thc 
unddgncd Tmsrces both in their capacities LI Trusttcr and in their individual 
capacities, and shall not bc h % e d  by the Tmstccs' pnwlsiaa to Schwitb 01' inde- 
pendent documentation ooncemiug the nprrrcrrtations made hemin. 
Tht apnrcntations and obligation8 stead htrein shrli sumivC termination 
of  rhe 'f!ust.4grcwnent and t,%Account Agreement relating to thc T i d n  
brokerage account. 
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Schwab 
INSTITUTIONAL' 

Fo, Chprkro schwpb Us0 on& Account Number, 
Print Name of Approvcr 
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6. Terms and Conditions (CMWNJ 
Monrytink rnnrlnions to the p a a n t  nmed a b m  even i C  the .EcOvnl 
regismtion is diffemt from h t  of Iht Schwcb nocount from which mnrferc 
ire to bc made. Th i~  rurhwiuhn d m  not grant my 1M the rbilip to n;rhOrize 
innsferr into my a m w .  If I haw not previously grmttd my IM dirburrmnt 
uhcriution md wiph to do $0, I wIU wc ltie Schwrb InstiutionaP M A  
form. 5 undemnd that !Ms will ~ l h ~ r i t ~  my M to makeditbnemtntr tiom 
my w w n t  ardescribcd1nmy ru lho~rat ionnht~eranot  theyucMon:yLink 
risnractiolu. 
Par account hold- with mort lhhn ant account al Schwak Thh iuihodrdon 
funhtr authoritst Scbwrb 10 dinN krnrltn upon w e n  b e t w w i  my 
nccoum at Sthwd, whet) no rrirrcn ruthodadon is required. 
If thi, is  a CuMDdid Wount,? acknavlew a d  a p e  lhht my funds or 
mrititr trtnrferred oul of tba rmuat, md into the mount of lht curtodian 
01 0th- Account, rbdi be used or opplied solely for the bendit of the minor, 

S:hwabmay rcquircthai I Plo\.ideappropriatcdocu~nt$ t ~ t e t u p  MoneyLink 
0: any other elffitronle fundo transfer rmke on twpmte a r o r g a d h n  
accomts. 
P1eu-e note \hat cerurh  mount tj-pcs may requiw cunomuserviot wsisun~e 
IO inlttait one-rime trahrfer rquutv. 
Schrrab‘r Prfvmcy Policy and Dhdorun of InPormtion Schwab mpru 
p u r  ptkacy. Schwab wlI1 UIQ ~ h c  informotion you provide P a p n  and r s r v h  
your acewnt, to ~bmonicatc pith yoc when necrruary, ioptovidc VDU with 
rdditiond infwmulon about produus and sdw and (0 provide to pur  lM, 
md catrin third p d m  as your rttl dncu Schuab, Infwnrriun u provided 
in this h.. PUrJuanc (0 your Accwnt Agrcemcnt, Schwib may dirtlast 
information rban p a  a d  your account to ccmin olhcr lhlrd pwler. Plern 
rm Schwab 11 1.800-S15-2lS7 for h copy of SchwaWrprirrcy pdicy. 

7. Man-Schwab Account: Account Holder(s) Authoohtlon Release 
A, ACW Authorization for BanWOthCr Clnancial lnotltutlon Account Holders (Sbn beb3 
Vwe authorin Charles Schwab & cb., Inc. (“Scb%ab”) (i) b initiate credit enlriee to my (our) account indicated below (rht “Other Account”) 
at (he financial instiwhn wncd below and ta credit thai acmunt, (i) to initiate debit cnaied to the Other Account and 10 debit thal acedun{, and 
(iil) IO initiau nwsals w the Other Account of ermneoas or duplfcnte d i t  or debit entries and to credit or debit such acccunt as appropriate. This 
suibwi2ation will m * n  in full f o m  and efftcr unril Schwab her rmdu6d written notification from me [orejthcrof us) of Its LednrLion. Schwab 
must rcnire h i s  notilkalion in A h e  and mannet 10 re to give Schrmb and bw char fb-tttcid {nstiivti;; 2 rc.mnzble opp*Wjtj‘ to OF! en it. 
B. BaWFlnanatal InstituUon tnformation 
This is a mersonal Checking Account G CorpontclOrganization Checking Accomt* 

C. Attach a Preprfnted, Caneellod, 01 Voided Check Hem peqUtn?d). Originals Only, WO PhotOoopieS, 
c? ~ r s w a ~  Savings Account 0 Corporatc/Organlzotion Savings Account* 

Other acceptable doeurnentation for mounts without chccks: 
Preprinlcd deposit slips for savinp wcwnt 
A letter from your fnairclal institution, signed by anofflccr, 
which includes account u’rle, account numb, acfgunl type and 
ABA Transit Routing Number 

1 I D. A11 Registered Owners on the Banklother finanelel lnctltutton Account Must Sign Bdowf 

’ This authorization may be terminated by any of the putiwat my  time by writing to Charles Schwab k Co,, Inc., MoncyLink Support ServiCCs. 
101 Mantgomuy Strcct, San Francisco, CA 94104, or by calling Schwab 
*Moneyfink cannot be uscd IO link I personal account to a corporate or organizationd account. Mcneytink can bt uaed to link. LWO corporate 
aCCOUne Or twa organizational nccoulllz a$ long w boh accounts art registuod to the time corporation or ogonizadon end the same mk 
have signing mthodty on both accounts. 

‘If then icc mom than two peopk on the non3ehwab account, you must use an additional Schwab MoneyLink’ form. 

O m  you have been enrolled in MoneyLink, you aj]] receive 1 confirmation Icttq with Schwab MoneyLinkTcms a 3  Conditions. If you do 
nol naive this information within t h e  weeks, please contaci your Inveslrnent Manager. 
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Schwab 
INSTITUTIOiXAE 

AUGUST 31, 2001 

PLEASE VERIFY THAT ALL THE INFORHATIOW COWERNIN6 YOUR NEW ACCOUNT 

CONTACT US IWIEDIATELY. 
c -- IS CORRECT. IF THERE IS ANY HfSSIW6 OR INCORRECT IWFORHATION~ PLEASE 

YOUR SCHWAB ACCOUNT &UWBERI 5P =-OS12 

PAT R DLVEY 
HOME PHONE: ~- 
BUSINESS PWOWEr PLEASE PROVIDE 

SSN/TAX 1.B. NUMBER: - 
Statements and trade conf i rmat ions w i l l  be maiLed t o  t h e  abova address. 

Your Financ ia l  Adviser :  
axvmsxr ZED F t twxxaL  
F A  MASTER ACCOUNT 
53x2 N IZTH ST STE 3 0 1  
PHOENIX AZ 8501ri 

TypeCsl of  account YOU haver Cash O n l y  

Mhen YOU trade i n  your Cash Actountt 
. On Purchases w e  w i l l  hold securities in safekesoing for your account. 

On Sales w e  will place funds of 4 1  or more i n  your money anorket fund- 
D i v i d e n d s  and Interest  w i l l  be credi ted  t o  your account and h e l d ,  

The money lnarkst account you selected 3s t h e  Schweb Us Treasury Fund. 

A cash balance o f  $ l r O O O  a c t i v a t e s  yaur money market fund. Subsequently,  
+roe c a s h  balances o f  4 1  o r ' m o r e  will aut61natically be swept daily into  
t h e  fund t a  earn i n t e r e s t .  

A d u p l i c a t e  confirmatian will be mailad to:  DIVERSIFIED FSNAUCIAL 
5312 N l 2 T H  ST STE 3 0 1  
PHO&NIXp A 2  B5014 
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Richard M. schmrannm, CFP, c!bJFc 
Regjstersd h s t m e n t  Advisor 
Tax Planning end Portfolio Managmnt 

February 5,2002 

Mrs. Pat R Olvey 

-zona- 

Daar Pat, 

This letter is to codinn our iinderstanding of the terms, objectives, and lidtations of the 
Financial Engagement to be provided to Pat R Olvq. 

The service we will provide will mciude the fallowing: 

3. Review and mauage your new LnLestment portfolio. 



Upon the presentation of an invoice fkom Diversified Financial, your account with Charles 
Schwab Institutional will be charged to the extent of available b d s  for the amount of 
investment man&ement fees invoiced, These funds shall be directly paid to Diversified 
Financial. 

Diversified Financial agrees to provide true and accurate invoices owed by Pat R. Olvey to 
Charles Schwab Institutional. We also agree to provide any legal documents required or 
investment management statements as requested by fat R. Olvey. 

We are pleased to have the opportunity to assist you in formulating your financial portfolio and 
in helping to meet your financial objectives. 

Ricliard M: Scbmman 
Diversifr:ed Financial 

Pat R Olvey 

Date 



211 Main St, San Francisco, CA 94105-1905 
Tel (800) 435-4000 

Peggy Scozzari 
Special Investigator 
MZOM Corporation Commission 
1300 West Washington, Third Floor 
Phoenix,AZ 85007 

Re: Richard Mark Sehmerman C W  1302988 

Dear Ms. Scozzari: 

This letter is in response to your request for information dated June 15,2010 to Charles Schwab & 
Co., Inc. (“Schwab”), for the above referenced matter. Pursuant to your inquiry, we are providing you with 
the documents and responses listed below for account no. ****-*196, in the name of Elizabeth Irene Aiken 
(the “Account”). 

1. New account documentation for the Account is enclosed; 

2. The Account was opened in August 2008. However, since it was not funded and there was no 
activity, there were no statements generated for this Account. 

For reasons of business confidentiality, Schwab requests confidential treatment for the information 
contained in this letter/email and the documents provided pursuant to your request (the “Confidential 
Material”). The Confidential Material contains information concerning Schwab’s business and is 
maintained in confidence by Schwab. Accordingly, the information and documents provided are submitted 
to you with our request that they will be kept in a non-public file and that only the Arizona Securities 
Division staff will have access to them. Should you receive a request for the Confidential Material, please 
noti@ Schwab immediately, and furnish the Firm with a copy of the request as well as all documents 
pertaining to the request. Our production of these documents is not intended to, and does not, waive any 
applicable privilege or other legal basis under which information may not be subject to production. 

Should you quire any additional information, please contact me at (415) 667-0890. 

Sincerely, p 
Philip Ho 
Compliance Manager 
Compliance Department 

Enclosures 

ACCOO? 120 
SCHMERMAN 
FLE#8145 

Charles Schwab & Co.. Inc. Member SIPC. 
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-ACCOUNT HOLDER INFORMATION (COntinkd) . 

02GQ7 Charles Sohwsb (L Co.. Inc. All rights reserved. Member SIN. 
Schwab Insllfflhn.ai is a Bvisim ol CIIsder Schwsb & C a .  IN. FTA 02573 (07060970) AF'Pl3582STA-17 (09/07) 



Page 4 of 7 

CHOOSE YOUR CASH FIXTURE 
Please select below one eliglbie Cash Feature that may allow you to earn Income on the free credit balances in yow brokerage BCCOUnt (each, a "Cash 
Feature']. Eligibllky for each Cash Feature is indlcited below. for additional Information on the rligibilitY Nlet for, and ImpcMnt dlsclosures abWt, the 
varlous alternatives to earn income on your cash, please see Schwab'S Cash Feature disclosure statement. if you do not select a Cash Feature. select 
more tban one Cash Feature, 01 select a Cash Feature for wh!! you are not eligible. you lnNuct M w a b  to destgnate the Bank Sweep Feature as Vle 
Cash Feature for your account. Schwab may make this designation wlthout providing any advance ndiCe to you. 

Selecl only 04 of the lolioylng: Avallabla to: 

b B a n k  Swwo Feature' i lndivlduals dnW 
- I 

OSchwab One. interest Feature' 

OSchwab Municipal Money Funa - Sweep Shares'u (SWXXX) 

OSchwab AMT TaxTree Money Fundw- Sweep Shares (SWOOC) 

0 Schwb State-SPeClflC (CASWCM, MA-SWXX, NJSWJXX. NY-SWNM, P m E u )  
Municipal Money Fund. Sweep Shares 

All Clients 

All Cllents 

All Clients 

All Clients 

indicate Stala I (default is state or domlclle on account) 

OSchwab Government Money Fund" (SWGXX] Clients with Household Balance' > 1100.OOO 

OSchwab U.S. Treasuy Money Fund" (SWXX) ' Clients with HOusehold Balance $100.000 

OSchwab Advisor Cash Resewes. . Sweep Shares (SWQXX) Clients vrlth Household Balance 2 $500,000 

0 Schwab Advlsor Cash Reserves: Premier Sweep Shares ( S W )  Clienls with Household Balance * $ l , o o O . ~  
i 

. 02007 Chahs Schwsb I Co.. !ne. All rights reWM30. Member SIPC. 
-ab lnstlturionsl ia I dhn'sion of Cheder Sohweb (I co.. he. FTA 02573 (07oga970) App13582STA17 (oS/07) 
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lcsoum HoldW MdlUonaI Awwt Hblrkr 

Ckdcllrg Wdreu (no P.0. bows. P~IUICOI 
SIrod Mdrers (UP. or NonU.S.1 

i 

ah, State ZIP code 

N0mu.s. Mdrosr hrc 
cny. PWW coda. MNl Cumfly 

U.S. Address OnQ 

Spcc1.l lnlmnrllon (8 ay) 
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-HMder 

Addiwnoi ACCOU~I H U I ~  

Nmbsr of MS1) CafdS dsslrsd Ibr AcDwnl Holdct 

0 1 0 2  

0 0 0 1  

Nullbof of VlSO WrdS dellrod b r  MdlUOnd kC?Mll W d O l  

Trsdbip and Dbbursement AuthorkatIon. I authorize Schwab (1) to eKeaRe 
trades In my account at ihe direction of IA as wdded  under the Trading 
Authorizetion heading in the attached Schwab One Account ApplkaUDn 
Agreement: (2) to disburse assets for Investment purposes or to me 
personally, as instructed by IA; (3) to remit checks. wire funds and 
otherwlse make.dlsbursements of funds hela in the account ( i )  to banks, 
bmkerdealers, inwstmenl companies or other financial Instltutlons br 
credt to an acooun! of identical registration, or (i) to me at my add@% of 
record. (Note Thls option Is not avallsble for Emale, Guardlanshlp or 
Consanatonhlp accounts.) 

lradlng Avthotizatbn, I autho@e Schwab to execute trades n my BEcount 
at the directbn of IA as pmvided under the Trading Authorization heading In 

W'I A w u d  Holdcc MdlAccountHsldef 
AccDunl L ~lolder/cmlodls~~ 

KM7 Acwvnt Holder/ ~ d ' i  P ~ C D Y ~ I  M I ~ J  

6% 
Accounl Woldor/ 

Curlod*n/bbcutoc CoOuardlon/C~-Gscuto~ c~uaMlan/CoErawtw the attached SchWb One Accwnt Applicatlon Agreement. 
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issum COyMuNiCAmONS AND Rmm ACTioNS 

If You hme gtanted your u\ trading authority over your account. and your IA exercises investment discretid for 
can Bpooint your IA lo be tent certain Issuer and issuer-related communications (proxies, tender offers, proposed mergen, rights offerlngs. eXchange 
OfterS iind warrants, among other things) that may require a voting decision or other action regarding InvBstments held in your account. 
If Uou appoint your IA below, your IA will, regarding only those voting decisions or other action communlcations sent to'your IA: li) be requested to Vote 
PrOV ballots; (11) be requeskd to provide insttuctions regarding corporate reorganizations ana other corporate actions: and (ill) bc sent certain 
PrOSpeCtUSeS and annual reports and other communications. In these cases, you will be authorlzing your IA to make all Wing decisions a@ take all 
actions on iour behalf. You dU not be sent informational copies of these communications. A 

Even I you appoint your IA below, you may still be sent certain other W a r  and Isruer-releted mmunicatlonr regardinglnvestmeno held In your IIcCOUnl.' 
You agree that you will be responsible for provldlng Schwab any applicable inslructlons or directtons on thosa items. 

purSuant to an asrlSOV Contract. W 

Please select only one: 

0 Yes. I appoint my IA, and I WIII fulfill my responsibilities, as descrlbed above. I Instruct SChwab not to disclose my name, address and securities 
positions to any issuer of securities held In my account. 

@ NO. I do not appoint my I A  as descrlbed above. I wish to be sent all issuer and issuerdated communications. make all vot!ng decisions and take all 
adions desnibed above. I understand that Bny issuer of securities held in my accwnt may request that Schwab disclose to it my name. address and 
secwities posltions h that issuer. 

If you selected "No' ebwe. Dleasa select one: 

MY I A  @ should / 0 should not be sent lnfonnational copies of any issuer or Irsuer-retated communicatlons. 

if You do not select either 'Yes' or "No" above, Schwab will deem you 10 have indicated 'No." but Informational coples of issuer and issuer-related 
communications may be sent to your IA. 

AWHORIZATION TO OPEN ACCOUNT 

By signing lhls Application, you ackwwledge that you have recehred and read a copy ofthe anached Applkatlon Agreement. which contains a Predispute 
arbltraiw Prwislon. You acknowledge thet ywr signature signinas and cmstitutes your agreement that thls ~ c c w n t  and your relatiiship with S c M b  
Will be gowned by the Application Agreement and all incorpwated agreements and disclosures, includhg, but not limited to, the Schweb One* ACWUnt 
Agreement and the Charles SchW8b ~ s r ~ u t i ~ / *  fwcfng Gulde, each JS amended lrorn tbne to time (the "Agreement and Disclosures"). YDU understand 
there are fees associated with establishing. maintaining and engag'hg in transactions. 
If you haw selected the margin feature, you acknowledge that securities securing loans from Schwab may be lent to Schwa and tent by Schwab to 
others. Yw also acknowledge that If you trade 'on margin.' yw are borrowing money from Schwab and that you understand the requirements and risks 
assedated with margin bornwing as summarized in the Margin Disclosure Statement included with this Application. 
For purposesof this Account Application and the attached Application Apreement. the terms "you," 'your' and 'Account Holder refer to each person 
vho signs this h u n t  Application. The terms "we," "us,' 'our" and "Schweb" refer to Chanes Sehwab & Co.. Inc. 

I Certify under penalty of pefjury that (1) the number shown on this Appikatlon k my correct taxpayar number; (2) I am not subjecl to back-up 
withhoMing bessure (a) i am exempt from back-up withholding. or (b) I ham not been notified by the ktemal Revenue Smiw (IRS) that I am subject 
lo back-up wlthholding as a result of a fallun to repart all interest and dividends, or (c) the IRS has notifled me that I am no longer subject to back-up 
wilhholding: and (3) I am a U.S. person (induding a US, resident alien). (I understand that If I have been notifled by the IRS that I am subject to baClt-UP 
withhofflng as a result 01 Uivldend or Intemsr underrepofllng and I have not receired a notice froom Me lf?S SdVrJlng me that backup wWlholdlnb Is 
termlneted, I must strike or cross out Ihe hfonnatlon contained in Item 2 above.) The IRS does not tequlre my consent to any provislon d t,h& document 
olher than the arllflcation wulred to avoid back-up withhoidlng. 

The A@cement Wlth Schwab includes a pndlspule arbitration clause. I acknowledge receipt of the predlopute arbitration dause CQnteinEd in the Required 

All Account Holders must sign. Your sIgnature(s) below will also Serve as a signature card for checks and Visa. Platinum check Card(s). 

Arbltratlon Oi~cloturw and ArbltraUon Agreement sectlons, pages 1 and 2, of the Schwab One Account Appli tath Agreement. ' . .  

02007 Charles Schwab L CO.. Inh All lghta rersmd. 'Member SIPC. 
SchwaD lnsrituiional Is aUMsl0n of C m s  Schwa3 & Co.. ~nc. FfA 02673 (070609TO) APPl3582sTI.17 i09/07) 

26 
SCHMERMAN 
FLE#8145 
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L-Jrl NOMINATE A SUCMSDR CIJSTO~DI~N. CUSTOWAL ACCOUNTS ONLY 
USe INS section to designate a successor custodian to act on this account in the event of youi incapacity, death, resignation or removal as Custodian. 
W s  Is a nomlnation only. To activate the role of a successor custodian, the account registration must be changed. 
I Nma of Succsoror Cutlodbn 

This deslgnstion shall take effect as to this account in the event of my incapacity, death, r e s p i o n  rx removal as custodian. 

IN WITNESS THEREOF. I have executed this Designation of Successor Custodian Form. 

RlnI Name 

Dale 
hWW/mu)  

.b 
Slyslum: Cumnt Cwadl8n 

Witness (The witness may NOT be the individual designated as the wccessor custodian.) 

Prim Nme 

@2W7 Chsrler Schrveb I Co.. IN. All rlghtt nserved. M e w  SIPC. 
Scmrab Instilutlonal If a divislon 01 Charles S c h s b  & Co.. lw, FTA 02573 107080970) APP13582STA-17 (W071 

ACCOOI 127 
SCHMERMAN 
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3. lssw Communlcatlons and Related Actlons 
i f  you have grantea ywr VI trading authority over yow tirohgtale Sccount. and your IA exercIses'ir&tment discretion for you pursuant U, an advisory 
contract. you can appolnt your IA to be sent certain Issuer and issuerdated communications (proaes. tcnder offers, proposed mergers. rights 
offerlngs. exchange offers and warrants. among Other things) that may require a voting decision or other action regarding investments held in your 
brokdrage account. . 
If you appoint your IA below. your IA will, regarding on$ those voting declsions or other action communications sent to your IA 0) be requested to YDte 
proxy ballots: (ii) be requested to provide instructions' regarding corporate reorganizations and other corporate actions: and [iil) be Sent Certain Prospec- 
tuses and annual reports and othercommunications. In theso cases, you will be authorlzlng your IA to make all voting declsions and take all actbns m. 
your bchal. You rvll not be sent Informational wpies of these canmurkattons. 
Even if you appoint your 14 below, you may still be sen( cenaln other issuer and issuer-related communkatlons regarding inwstments held In your 
brokerage aCCOUnf You ngree that you Mil be responsible for providlng Schwab any appllcable Instructions or dlrectlons on those Items. 
Pleaso select only one: r Yes. I appoint my IA. and I will fulfill my responslbiiltles. as described above. I Instruct Schwab not to disclose my name. address and securities 

@'No. I do not appoint my IA as descrlbed above. I wish to be sent ail jssuer and issuer.related communlcatibns, make ail voting decisions and take all 

POSkiOnS to any issuer of SeCufitlOS heid In niy brokerage account 

actions described above. I understand that any Issuer of securities held in my brokerage account may reauest that Schwab disclose to it my name. 

If  you selected "No' above, please select one: My IA r .should /c should not be sent informational coplei of any issuer or Issuer-related 
address and securities posltion4 fn that lsscier. 

comunicotions. 

If y w  do not Select either "Yes' or "NO' above. Schwab will deem you 10 have Indicawd 'No.' but Informational col)ies of issuer and issuer-related 
comnlunicatlons may be scnt to your IA. 

4. Schwab Bank Hlgh Weld Investor C h e c k l n p  Investment Advlsor Authorizations 
(If you do not have a High Yleld Investor Checking account, please skip this sec1ion.l 

/ .  

If you liave listcd 0 Hlgh Yleld Investor Checking account in Section 1 of tiils forin. please read this section. Thew Investment Advisor AuIhorizallons an3 
an agreement between Charles Schwab Bank ('Sdwab Clank') and each AcCOUnt Holder. The terms "I; 'me' and 'my" refer to each Account Holder Or 
trustee. By slgning in Section 6. I: 
(1) authorize the Investment Advisor (IA) named 

on thls form to cxercix me authorilics 
descrlbed In Sectlon 2 of this form. and I 
authorize Schwab Bank to take such acllons 
as Schwab Bank dcenis nocessary to carry 
out instructions Schwab Bank recelvos from 
nw and/or my I& I further truthorire Schwab 
Batik in its solo dlscretian and for whatever 
reason. to request addltional documentalon 
horn me prior to executing any transaction 
requested by my IA; 

(2) acknowledge and agree that: . 
Schwab Bank will rhercly effect transac- 
tions as directed by my INS Disbursemont 
Autholily: 
Schwab Bank will not gNe legal or tax 
advice; 
Schwsb Bank is  not actlijg as a fiduciary: 

. I (and not Schwab Bank) am responsible 
for investigating and selecting my IA: 

+ ny la is not aftlliated wlth, or controlled or 
etnoloyecl by, Scliwab Bank. and Schvmb 
Bank has no1 apprwed. rocommended or 

unless IeQUked by applicable law, Schwab 
Bank has no duty to review, supervise or 
monitor any transaction by my IA in my 
High Yield Investor Checking account: anti 
Schwab Bank rescrves the right. in its 

lnslrucllons from my IA and will notify me 
if i t  chooses to do so; 

. endarsed my IA: 

. sole discretion, to no longer honor 

13) herely ratify end confirm iiny and all 
transactlons or dealings e!fected in and for 

. my High Yield investor Checklng account by 
my IA. and I agrcc to indcmnify and hold 
harmless Schwab Bank. lis aMNlates, and 
their directors. officers, employees and 

agents from and against all daims. actions, 
judgmcnts. scfflement amounts. costs m d  
Ilablllties, Including attorneys' fees, arlsing 
oui of or relating to their reliance on this form 
and tho50 Account Torms, Schwab Bank's 
execution of my INS Instructions and Schwab 
Bank's executron of disbursement instruc 
lions received from mylA's Disbursement 
Authority; 

(4) agnro to lndemnfly and hold Schwab Bank 
harmless from, and to pay Schwab Bank 
promptly upon demand for. any and ail losses 
or financial oblieatlons wlrlctr may arlse Croni 
the acts or omissions of my 14 with respect to 
my Hlgh Yield thestor Checking account. I 
also Rgrcc that Schwab Bank will not bc 
liable, and I will not attempt to hdd Scliwab 
Bank liable. for any tranSactlon or decision 
inade by my IA. whoni 1 havo ooiocted, 
regardless of whether or not any such . transactian or decision was specifically 
authorlzed by tnc: 

(5) understand that this authorization and 
indetnnilcation will remain in effect until 
Schwab Bank Is notlfled In writing of my 
death, mental disability. incompetence or 
Incapacity, or untll I hew rovpked it.by wrllltn 
notlficatipn, and such notification is received 
by Schwab Bank; such revocation will not 
affect my Obllgations resunlng from transac- 
tions Initiated prbr to Schwab Bank's recclpt 
of notice of revowtion; 

(61 understand that thls form supplements and 
in no way h i t s  or restricts rights which 
Schwab Bank may have under exisUng law or 
any other agroetncnt wRh me. Thls fonn will 
bind my heirs. executors. administrators, 
successors Hnd ssslgns, and WIN benefit 
Schwab Bank's successors. affiliates and 
assigns; 

(7) certlfy that 1 have read carefully the provl. 
slom of this form and undorstand tlral i t  
wthorlzes my IA, herein named. to exerciso 
all rights and powen set forth above with 
respect to my High Yleld Investor Chechlng 
amount. and I understand that anything my 
IA may do in the exercise of such ri@s and 
powers Is fully binding upon me: I hereby 
autharh the ir\ named In this form end in 
such capacity to give Instructions to Schwab 

~ Bank in connection with my High Yleld 
Investor Checking account specified on thls 
fm. and to take other actions necessary or 
incidental to the execution of such iilstruc- 
tons: I authorize Schwab Bank. and othw 
persons lo whom Schwab Bank has given 
instructions in ormr to implemcnt my IAs 
instructions, to rely on my INS instructions 
withan oatainlng my approval, countorsigna- 
ture or codgnature. I understand that thls Is 
not a Durable Power of AtIOftIey and that dU 
authority granted tu my IA shalt cease 
automatically upon Schwab Banh receiving 
written notificallon from a licensed physictan 
of my menM dlsabillty, Incompetence. 
lncapsclty or death; 

(81 glve my Investment Advkor of record (If I have 
granted Disbursement Authodty to my W or 
Other Authorized Signer permission and 
aulhorlty to request wlre transfers and 
Automated Clearing House (ACHCH) translers. b~ 
telephone or onllne. fmm my Hlgh Yield 
Investor Checking account. I understand that 
by making lhls authorlzeilm I m8y not be 
contscled DO part of IheSchwab Bank wlre 
transfer recurlty procedures or other related 
customer authentlcatlon procedures when my 
I A  or Mher AulhorlredSlgncr rcpuesls and 
slgna for a wire transfer or requests an ACH 
lranrfer based on this authodzation. 



5. Certiflcation dTrWt-Twt Acoountr Only, 
By slgning ttiis Cimlted Power of Attorney form on behalf of a Trust, each Trustee signing below fit$ "Trustees') certifies that the reoresentations and 
warranties in the attached Ceitlficatlon of Trust are trur and complete. 

,, 

6. Please Read and Slgn 
The tcrms *I: "me" and "niy' refcr to each . 
Accounl Holder or Trustee By signing below. I 
authorlre the Investment Advisor (IA) named on 
page 1 of this document to be my Agent 
(attornepin.fact) to the extent provided in this 
Limited Power of Attorney (LP04) document. 
FwUw I ccrtlfy mat 1 haw road carcfully Ihe 
wwisions of thls LPOA document. By signing 
this Lunited Powerot Attorney, each Trustee 
signlng below (Ihn 'Truritees'I certlfles that the 
representations and warranties in lhe attached 
Cerlihcaeon of Trust are true and complete. 

Furthermore. by slgning thls agreement. I ' 
acknowlcdgc Lhot theso terms relate to my 
account(s) and are part of (A) the Account 
Agreement between me and Schwab for my 
Schwab One* accounl and, if appliceble. (8) the 
Account Agreement between me and SchwBb 
Bsnk for my Hlgh Weld lnveslor CheckRgM 
account. 
Addillonally. by slgning thls Agreement, eo& 
Account Holdcr consents t,o Schwabs:(i) 
sending, ty mail, electronlc delivery and/or other 
means, duplicate copies of occounl trade 
conflrrnatlons, account statements and any other 

informallon relating to the Account Holder and 
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TELEPHONE (602) 2644965 

FAX (602) 2770144 
LAW OFFICE OF BRYAN K. LEVY 

ATTORNEY AT LAW 
80 EAST COLUMBUS AVENUE 

PHOENIX, ARIZONA 85012 

November 13,2008 

Mr. Dan Woehrer 
St. Lawrence Seminary 
301 Church Street 
Mount Calvary, WI 53057 

Re: Estate of Patricia M. Beauvais 

Dear Mr. Woehrer: 

Enclosed please find a copy of the C and P Beauvais Trust, Dated May 2, 199 1 
that you requested. The date of death for Ms. Beauvais was July 22,2007. 

Please do not hesitata to contact me with any questions regarding the above. 

Very truly yours, 

Bryan K. Levy I 

BKL/ao 
Enclosures 

cc: Richard M. Schmerman 
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I I 

THE C AND P B E A W A I S  TRUST 

EFFECTIVE ,. DATE : 

PARTIES : 
PATRICIA M. BEAWAIB 
Husband and Wife, Trustors 

CHARLES E. BEAWAIEJ 
BAITRICZA M. BEBWAIS,  Trustees 

* * *  
FAMILY HISTORY: 
that they have no children. 

The Trustors declare that they are married and 

ARTICLE I: CREATION OF TRUST 

1.1 Trust Pumoses. By this instrument the Trustors establish 
a revocable livinq trust, to be known as ITHE C AND p BEAWAIS 
TRUST" for 

(a 
them dies; 

(b 

the foilowing purposes: 

, To avoid probate on the Trust Property when each of 

To provide a vehicle for the management of their 
financiai affairs if one or both of them becomes incompetent; and 

To plan for the orderly distribution of their assets 
after the death of each of them. 

1.2 DescriDtion of Trust Assets. .'She Trustors transfer to the 
Trustee, without consideration;. the property described in the 
attached Schedules A, B, and C. Schedule A is the Trustors' 
community propeyty, although prior ownership may have been by 
either Trustor as his separate property or by the Trustors together 
as their joint property and although the transfer to this trust may 
be deemed a gift from one Trustor to the other. The Trustors agree 
to be bound by a11 applicable rules of law, both statutory and 
other, respecting community property for all purposes. The 
property listed on Schedule E or designated as Schedule €3 property 
is the husband Trustor's separate property and the property listed 
on Schedule C or designated as Schedule C property is the wife 
Trustor's separate property. Any Trust Property not listed on a 
schedule and not designated otherwise shall be deemed to be the 
Trustors' community property. The separate property of each 
Trustor and the community property of both Trustors, all income, 

._. ' 5  
L 

(c) 
--. 
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and all additions shall retain their respective characters as 
separate or community proper$y. 

1.3 Trustee's Aqreement. Each Trustee, by accepting his 
appointment as such, agrees to hold, administer and distribute the 
Trust Property as provided in this instrument. 

ARTICLE 11: DEFINITION OF TERMS 

2.1 "Beneficiary" means any person who has a beneficial 
interest in the trust, including the Trustors. 

2.2 1wCompetency81 means the ability to give prompt and 
intelligent consideration to financial matters. The incompetency 
of a Trustor, a Trustee or a beneficiary shall be determined in 
accordance with the provisions of Article IX. 

2.3 l1DescendantIt includes adopted descendants and their issue, 
natural and adopted. 

2.4 "Designated Age'' means the age of thirty-five (35). 

2.5 I1Education1l means undergraduate college, graduate or 
professional school, technical or vocational training, and includes 
room, board, tuition and books. 

2.6 "GST exemption'' means the GST exemption defined in section 
2631 of the Internal Revenue Code of 1986, including any subsequent 
amendments thereto (tlIRC1l) ; "GST tax1' means the generation-skip- 
ping transfer tax imposed under IRC section 2601; and ltexemptll for 
GST tax purposes means that the inclusion ratio for the trust, as 
defined in IRC section 2642, is zero. 

2.7 "Independent Trusteel', with respect to any trust created 
'hereunder, means any Trustee who has no present beneficial interest 
in such trust. 

2.8 ltPersonlt includes an individual, a corporation, a 
partnership and any other legal entity. 

2.9 "Principle of representation'! means a division into as 
many equal shares as there are surviving descendants in the nearest 
degree of kinship and deceased persons in the same degree who left 
issue who survived the decedent, each surviving descendant in the 
nearest degree receiving one share and the share of each deceased 
person in the same degree being divided among his issue in the same 
manner. 

2.10 "Skip persont1 and "non-skip person" refer to those terms 
as described in IRC section 2613. 
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2.11 llSpousell, unless the context requires otherwise, means a 
person who is married to and-residing with a beneficiary under this 
instrument; however, a spouse who is residing in a nursing home, 
convalescent home, hospital or other similar institution is a 
spouse if he was residing with the beneficiary immediately prior 
to his institutionalization. "Surviving spouse1I means a person who 
was a spouse at the time of the death of the beneficiary. 

2.12 tlSupportll. In determining what amounts are necessary for 
the support of any beneficiary the Trustee shall take into account 
(a) the standard of living to wh.ich such beneficiary is accustomed; 
(b) his obligations, if any, to support others; (c) the obligation, 
if any, and the ability of others to support him; and (d) the 
income and other financial resources available for his support 
known to the Trustee. 

2.13 IlSurvival date. Except with respect to the Qualified 
Trusts, whenever the Trustee is to determine which beneficiary 
under this instrument is entitled to receive Trust Property, the 
Trustee shall make the determination on the date of distribution 
or allocation, whichever is applicable (llsurvival date"). The 
survival date shall apply to any disposition of the Trust Property 
other than a disposition to a Trustor or a disposition in 
compliance with the perpetuities law as described in Article IX, 
and shall include a disposition upon the principle of 
representation and a disposition to a beneficiary contingent upon 
his survival as indicated by the following phrases: "if living", 
"if then living1!, "to his then surviving descendantsm1, l1if then 
deceased", "if he survives the Trustor(s)l' or any similar phrase. 

2.14 ''Trust Propertyt1 refers to all property transferred to this 
trust now or in the future, together with all accumulations. 

2.15 "TrusteeI1 refers to the person(s) serving as such, 
including the original trustee(s) and all successor trustees. 
'llSuccessor Trusteev1 refers to any trustee other than an original 
Trustee. 

2.16 I1Trustort1 refers to CHARLES E. BEAWAIS or PATRICIA M. 
BEAWAIS. 

2.17 Unless contrary to the meaning, the masculine includes the 
feminine or neuter; the singular includes the plural and vice 
versa. 

ARTICLE 111: POWERS RESERVED BY THE TRUSTORS 

The Trustors reserve the right to amend or revoke this instrument 
as follows: 

3.1 Community ProT3ertv. While both Trustors are competent, any 
terms Of this instrument dealing with the Trustors' community 
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property may be amended or revoked by both Trustors. In addition, 
each Trustor may amend any provision dealing with his one-half 
interest in the community property. 

3.2 Sole and SeDarate Propertv. Either Trustor may amend or 
revoke any terms of this instrument dealing with his sole and 
separate property. 

3 . 3  Incompetencv of A Trustor. During any period in which 
either Trustor is incompetent, the other Trustor may segregate his 
one-half portion of any community property and thereafter may amend 
or revoke this instrument with respect to such portion. The 
community property portion of the incompetent Trustor shall not be 
subject to amendment or revocation. 

3.4 Death of One Trustor. After the death of one Trustor, the 
surviving Trustor may amend or revoke the terms of this instrument 
dealing with the Survivor's Trust and may amend or revoke any other 
terms of this instrument as hereinafter expressly provided. 

3.5 Amendments to be in Writinq. Any amendment or revocation 
shall be in writing, signed by the Trustor(s) having authority to 
amend or revoke, and delivered to the Trustee. 

3 . 6  Trustee's Consent. No amendment shall substantially change 
the duties, powers and responsibilities of the Trustee without his 
written consent. 

ARTICLE IV: MOVEABILITY 

4.1 Trustee's Discretion to Move Trust. A t  the Trusteels 
discretion, the situs of this trust and of any separate trust 
created hereunder may, together or individually, be changed to 
another jurisdiction, whether by appointment of a successor Trustee 
+in another state or country, by transfer of trust assets to another 
state or country, or by the Trustee's or a beneficiary's move to 
another state or country. 

4 . 2  Trustee's Discretion to Select Governina Law. At the 
Trustee's discretion, this trust and any separate trust created 
hereunder shall be governed by the laws of: 

(a) the State of Arizona; 

(b) 

(c) the state or country where a beneficiary resides. 

the state or country where the Trustee resides or has 
its principal place of business; or 

The Trustee shall have no liability for exercising its discretion 
in the selection of governing law. 
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4.3 Choice of Governins Law. It is not intended that the laws 
of only one particular jurisdiction shall necessarily govern all 
questions pertaining to-this trust and to any separate trust 
created hereunder; rather: 

(a) The validity of this trust and of any separate trust 
created hereunder, including the validity of any particular 
provision hereof, shall be governed by the laws of the State of 
Arizona. 

(b) The meaning and effect of any term or provision of 
this trust and of any separate trust created hereunder shall be 
governed by the laws of the State of Arizona and/or such other 
state or country as may be designated by the Trustee pursuant to 
this Article IV. 

(c) The administration of this trust and of any separate 
trust created hereunder shall be governed by the laws of the state 
or country in which any such trust is then being administered based 
upon this Article IV. 

(d) The preceding provisions of this section shall apply 
to this trust as a whole and to any separate trust created 
hereunder, individually, even though the situs of some trust assets 
or the residence of the Trustors, the Trustee or a beneficiary may 
be elsewhere. 

ARTICLE V: ADMINISTRATION OF THE TRUST PROPERTY WHILE BOTH 
TRUSTORS ARE LIVING 

5.1 Trustors Retain Control. The Trustors shall control the 
Trust Property while they are competent, as follows: 

(a) Either Trustor acting in his capacity as statutory 
'agent for the marital community may direct the investment and 
distribution of the community property which, if held in individual 
ownership by the Trustors, would not require joinder of both 
Trustors for disposition or encumbrance under the laws of the state 
of the Trustors' domicile or, with respect to real property, where 
such property is situated; provided, however, any other 
distribution or encumbrance and any distribution of community 
property which would constitute a gift, must be made by both 
Trustors. 

(b) Each Trustor may direct the investment and 
distribution of his separate property, if any. 

5.2 Incompetencv of A Trustor. During any period in which a 
Trustor is incompetent, the Trustee shall distribute such amounts 
of the income and principal of the incompetent Trustor's property, 
separate and community, as the Trustee determines appropriate for 
the health care, maintenance, support and welfare of the 
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incompetent Trustor and that of any person other than the Trustee 
dependent upon him for support. 

ARTICLE VI: DIVISION OF TRUST PROPERTY WHEN ONE 
TRUSTOR DIES 

6.1 Pavment of Deceased Trustor's Expenses; Allocation of GST 
Exemption. When a Trustor dies (the "deceased Trustor"), if the 
deceased Trustor's estate is probated and if the personal 
representative makes a request to the Trustee or, if the deceased 
Trustor's estate is not probated, then upon his own determination, 
the Trustee shall pay all legally enforceable debts of the deceased 
Trustor, excluding debts which the Trustee determines undesirable 
to pay (because of a low interest rate, favorable terms or 
otherwise) and excluding debts secured by property not passing 
under this instrument or the deceased Trustor's will; expenses of 
the deceased Trustor's funeral, of conserving, protecting and 
delivering gifts and of administration, including the deceased 
Trustor's probate estate, wherever incurred; and all death taxes. 
For purposes of this instrument, "death taxes" are all federal and 
state estate and inheritance taxes payable because of the deceased 
Trustor's death and all federal and state GST taxes on direct skips 
of which the deceased Trustor is the transferor, including any 
interest or penalties on all such taxes. Despite the preceding, 
any bond redeemable at par to pay federal estate tax held by the 
trust or in the deceased Trustor's probate estate shall be used to 
pay that tax, with such bonds in the deceased Trustor's probate 
estate being used first. The Trustee may make the payments 
directly or through the deceased Trustor's personal representative. 
The Trustee shall allocate or direct the deceased Trustor's 
personal representative to allocate the deceased Trustor's GST 
exemption as follows: 

(a) First, to direct skips of which the deceased Trustor 
is the transferor which occurred during his life, which are subject 
to the GST tax and for which no gift tax return has been filed at 
his death; 

(b) Second, to direct skips of which the deceased Trustor 
is the transferor which occur at his death and are not in trust; 
except that the Trustee shall allocate such exemption to a direct 
skip caused by a disclaimer only to the extent the exemption would 
otherwise be wasted after all other allocations directed in this 
instrument or the deceased Trustor's will have been made; 

(c) Third, to direct skips which are made upon the 
deceased Trustor's death in accordance with the terms of this 
instrument; and 

(d) Fourth, to the Bypass Trust and then to the Qualified 
GST Exempt Trust and/or Disclaimer Trust, to the extent necessary 
to exempt such trusts from the GST tax. 
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6.2 Tanaible Personal Property. The Trustee shall distribute 
the tangible personal property and transferable club memberships 
of the deceased Trustor as described on the attached Schedule D (if 
the husband Trustor is the deceased Trustor) or Schedule E (if the 
wife Trustor is the deceased Trustor) with the most recent date and 
signed by the deceased Trustor. 

6 . 3  Division of Trust Propertv. The Trustee shall divide and 
allocate the residue of the Trust Property, including property 
received by the Trustee pursuant to the deceased Trustor's will or 
otherwise, as follows: 

(a) Survivor's Trust. The Trustee shall allocate to a 
separate trust, to be known as the "Survivor's Trust!', the 
surviving Trustor's separate property, if any, and the surviving 
Trustor's portion of the community property. The Survivor's Trust 
shall be disposed of in accordance with the provisions of section 
7.1. 

(b) pualified Terminable Interest Propertv (0 TIP). The 
Trustee shall set aside that fraction of the remaining Trust 
Property qualifying for the federal estate tax marital deduction 
whose numerator is the smallest amount which, if allowed as a 
federal estate tax marital deduction, would result in the least 
federal estate taxes payable because of the deceased Trustor's 
death, taking into account the credit for state death taxes only 
to the extent those taxes are not thereby increased, and whose 
denominator is the value of said remaining Trust Property (ttQTIPll). 
For purposes of determining the fraction, the Trustee shall use 
values as finally determined for federal estate tax purposes. In 
no event shall the fraction be greater than one (1). The QTIP 
shall be disposed of in accordance with the provisions of section 
7.2. 

(c) BvDass Trust. The Trustee shall allocate to a 
separate trust, to be known as the llBypass Trust", the balance of 
the Trust Property, if any. The Bypass Trust shall be disposed of 
in accordance with the provisions of section 7.3. 

6 . 4  Disclaimer Trust. Despite the preceding provisions of this 
Article VI, if the surviving Trustor or his conservator or personal 
representative disclaims all or any portion of the QTIP, the 
portion disclaimed shall be allocated to a separate trust, to be 
known as the "Disclaimer Trust", which shall be divided into (a) 
the Disclaimer GST Exempt Trust, consisting of that fraction of the 
disclaimed property whose numerator equals the deceased Trustor's 
GST exemption unallocated at his death and not allocated under the 
preceding provisions of this instrument or his will and whose 
denominator equals the value of the disclaimed property, except 
that if the numerator is greater than the denominator the fraction 
shall be one; and (b) the Disclaimer GST Nonexempt Trust, 
consisting of the remaining fraction, if any, of the disclaimed 
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property. The Disclaimer GST Exempt Trust and the Disclaimer GST 
Nonexempt Trust shall be held, administered and distributed by the 
Trustee in exactly the same manner as the Bypass Trust, except as 
expressly provided herein to the contrary, and except that the 
surviving Trustor shall not have any power of appointment over the 
assets in the Disclaimer Trusts and shall not be the Trustee of the 
Disclaimer Trusts. The term "disclaimt1 shall refer to a qualified 
disclaimer as defined in IRC sections 2042 and 2518. The Trustors 
expressly authorize the surviving Trustor or his conservator or 
personal representative to disclaim all or any portion of the QTIP. 

6 . 5  Allocation of Qualified Retirement Plan. Upon the death 
of the first Trustor to die, the Trustee shall allocate all 
qualified retirement plan proceeds payable to the trust to the 
Survivor's Trust. If the Trustee of the Survivor's Trust has the 
discretion to elect or to participate in an election on how the 
qualified retirement plan proceeds are to be distributed, such 
Trustee shall elect to have such proceeds distributed in a manner 
that will minimize the combined federal and state income and estate 
taxes, taking into consideration all relevant facts known to such 
Trustee at the time of such election. In making an election under 
the provisions of this section: (a) the Trustee is specifically 
authorized to elect to have the amounts paid over a period of time 
even though such payments may extend beyond the termination of the 
Survivor's Trust; and (b) the Trustee may, but shall not be 
required to, consent to an election under which the payment period 
of the proceeds extends beyond ten (10) years. "Qualified 
retirement plan" means any pension plan, profit-sharing plan, 
individual retirement account or similar plan described in IRC 
section 401, 403 or 408. 

ARTICLE VII: ADMINISTRATION OF TRUST PROPERTY FOR 
SURVIVING TRUSTOR 

'After the death of a Trustor and during the remaining lifetime of 
the surviving Trustor, the trusts established under t h e  preceding 
Article VI shall be held, administered and distributed as follows: 

7.1 Survivor's Trust. The Trustee shall distribute the 
Survivor's Trust as the survivina Trustor directs. Durins any 
period in which the surviving Trustor is incompetent, the Trbtee 
shall from time to time distribute such amounts of the Survivor's 
Trust as the Trustee determines appropriate for the health care, 
maintenance, support and welfare of the surviving Trustor and 
anyone (other than the Trustee) dependent on the surviving 
Trustor. Distributions may be made from the income or principal 
of the Survivor's Trust as the Trustee determines appropriate. 
Upon the death of the surviving Trustor, the balance of the 
Survivor's Trust shall be disposed of in accordance with the 
provisions of Article VIII. 
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7.2 Qualified Trusts. 

(a) Division. The Trustee shall allocate to a separate 
trust to be known as "the Qualified GST Exempt Trust", that 
fraction of the QTIP, the numerator of which is the  deceased 
Trustor's GST exemption unallocated at his death and not allocated 
under the preceding provisions of this instrument or his will and 
the denominator of which is the value of the QTIP for federal 
estate tax purposes in the deceased Trustor's estate, except that 
if the numerator is greater than the denominator, the fraction 
shall be one. The Trustee shall allocate the balance, if any, of 
the QTIP to a separate trust, to be known as "the Qualified GST 
Nonexempt Trust1'. 

(b) QTIP Election. The Trustee may elect or direct the 
deceased Trustor's personal representative to elect to treat any 
fraction or all of the Qualified GST Exempt Trust or of the 
Qualified GST Nonexempt Trust as qualified terminable interest 
property f o r  federal estate tax purposes. " To the extent an 
election is made to treat either the Qualified GST Exempt Trust or 
the Qualified GST Nonexempt Trust as qualified terminable interest 
property as to less than the entire trust, the Trustee may divide 
the trust into two portions, one as to which the election has been 
made in full and the other as to which no election has been made, 
if the Trustee determines such division to be in the best interests 
of the beneficiaries. Any division shall be based on the fair 
market value of the Trust Property at division. The Trustors 
recommend that no principal be paid to the surviving Trustor from 
the portion as to which no election has been made while readily 
marketable assets remain in the elected portion. 

(c) Allocation of GST ExemDtion. The Trustee shall elect 
or direct the deceased Trustor's personal representative to elect 
to treat the Qualified GST Exempt Trust for GST tax purposes as if 
no election to treat the Qualified GST Exempt Trust as qualified 
.terminable interest property has been made. 

(d) Administration of Bualified Trusts. Beginning with 
the death of the deceased Trustor, the Trustee shall distribute the 
income of the Qualified GST Exempt Trust and the Qualified GST 
Nonexempt Trust to the surviving Trustor in convenient 
installments, at least quarterly; in addition, the Trustee shall 
from time to time distribute such amounts of the principal of such 
trusts as the Trustee determines appropriate for the surviving 
Trustor's health care, maintenance and support; provided, the 
Trustors recommend that no distribution of principal be made to or 
for the benefit of the surviving Trustor from the Qualified GST 
Exempt Trust unless there are no assets reasonably available in the 
Qualified GST Nonexempt Trust for such purposes. The Trustee shall 
dispose of unproductive property to the extent the surviving 
Trustor directs in writing. 
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(e) Disposition of Oualif ied Trusts on Survivina Trustor I s 
Death. On the death of the surviving Trustor, any accrued or 
unpaid net income of the Qualified GST Exempt Trust and/or the 
Qualified GST Nonexempt Trust shall be distributed tothe surviving 
Trustor's estate; the Trustee shall distribute the principal of 
such trusts to such person(s) excluding the creditors of the 
surviving Trustor, his estate and the creditors of his estate on 
such terms as the surviving Trustor appoints by a written 
instrument, including his will, specifically referring to this 
power of appointment. To the extent the surviving Trustor does not 
effectively exercise his power of appointment, the Trustee shall 
pay from the Qualified GST Nonexempt Trust the aggregate amount by 
which estate and inheritance taxes in the surviving Trustorls 
estate have been increased because of the inclusion of said trusts 
in his taxable estate but only if after such payment the Qualified 
GST Exempt Trust would be exempt from the GST tax; otherwise, the 
Trustee shall pay such taxes pro rata from the Qualified GST Exempt 
Trust and from the Qualified GST Nonexempt Trust, based upon their 
relative values as finally determined for federal estate tax 
purposes in the estate of the surviving Trustor. The Trustee shall 
dispose of the balance of the Qualified GST Nonexempt Trust and the 
Qualified GST Exempt Trust in accordance with the provisions of 
Article VIII. 

7.3 B w a s s  Trust. 

(a) Income and PrinciDal Distributions. Comrnencing with 
the date of death of the deceased Trustor, the Trustee shall 
distribute the income of the Bypass Trust to the surviving Trustor 
in convenient installments, at least quarterly, and such amounts 
of the principal as the Trustee from time to time determines 
appropriate for the surviving Trustor's health care, maintenance 
and support; in addition, the Trustee shall. from time to time 
distribute such amounts of the principal to such person(s) other 
than the surviving Trustor and his creditors on such terms as the 
surviving Trustor appoints by a written instrument specifically 
referring to this power of appointment. 

(b) Pistributions bv Indwendent Trustee. Despite the 
foregoing, during any period in which an Independent Trustee is 
serving as a Trustee of the Bypass Trust, the Independent Trustee 
may from time to time distribute such amounts of the income and 
principal of the Bypass Trust as the Independent Trustee determines 
appropriate f o r  the health care, maintenance and support of the 
surviving Trustor. 

(c) DisDosition of B m a s s  Trust on Survivina Trustor's 
Death. Upon the death of the surviving Trustor the balance of the 
Bypass Trust shall be distributed to such person(s) excluding the 
surviving Trustor's creditors, his estate and the creditors of his 
estate, on such terms as the surviving Trustor appoints by a 
written instrument, including his will, specifically referring to 
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. . . . 

this power of appointment. To the extent the surviving Trustor 
does not effectively exercise his ppwer of appointment, the balance 
of the Bypass Trust shall be disposed of in accordance with the 
provisions of Article VIII. 

7 . 4  Survivins Trustor's Riqht to Remain in Residence(s1. 
Despite any provision herein to the contrary, the Trustee shall 
allow the surviving Trustor, for the remainder of his lifetime, to 
reside rent-free in any family home(s) , including winter or summer 
residences. Unless the surviving Trustor is incompetent, the 
Trustee shall not sell any of such residences unless requested in 
writing to do so by the surviving Trustor. This right shall 
include the authority, in the surviving Trustor, to direct the 
Trustee by written document to sell any residence and to purchase 
another with the proceeds of sale of the former. 

ARTICLE VIII: ADMINISTRATION OF TRUST PROPERTY AFTER THE DEATH 
OF BOTH TRUSTORS 

Upon the death of the surviving Trustor: 

8.1 Payment of Survivinq Trustor's Expenses: Allocation of GST 
Exemption. If the surviving Trustor's estate is probated and if 
the personal representative makes a request to the Trustee or, if 
the surviving Trustor's estate is not probated, then upon his own 
determination, the Trustee shall pay all legally enforceable debts 
of the surviving Trustor, excluding debts which the Trustee 
determines undesirable to pay (because of a low interest rate, 
favorable terms or otherwise) and excluding debts secured by 
property not passing under this instrument or the surviving 
Trustor's will; expenses of the surviving Trustor's funeral, of 
conserving, protecting and delivering gifts and of administration, 
including the surviving Trustor's probate estate, wherever 
incurred; and all death taxes. For purposes of this instrument, 
'"death taxes" are all federal and state estate and inheritance 
taxes payable because of the surviving Trustor's death and all 
federal and state generation-skipping transfer taxes on direct 
skips of which the surviving Trustor is the transferor, including 
any interest or penalties on all such taxes. Despite the 
preceding, any bond redeemable at par to pay federal estate tax 
held by the trust or in the surviving Trustor's probate estate 
shall be used to pay that tax, with such bonds in the surviving 
Trustor's probate estate being used first. The Trustee may make 
the payments directly or through the surviving Trustor's personal 
representative. The Trustee shall allocate or direct the surviving 
Trustor's personal representative to allocate the surviving 
Trustor's GST exemption as follows: 

First, to direct skips of which the surviving Trustor 
is the transferor which occurred during his life, which are subject 
to the GST tax and for which no gift tax return has been filed at 
his death; 

(a) 
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(b) Second, to direct skips of I which the surviving Trustor 
is the transferor which occur at his death and are not in trust; 
except that the Trustee shall allocate such exemption to a direct 
skip caused by a disclaimer only to the extent the exemption would 
otherwise be 'wasted after all other allocations directed by this 
instrument or the surviving Trustor's will have been made; 

(c) Third, to direct skips which are made upon the 
surviving Trustor's death in accordance with the terms of this 
instrument; and 

(d) Fourth, to the Consolidated GST Exempt Trust Property 
described in section 8 . 3 .  

8.2 Tanqible Personal Propertv. The Trustee shall distribute 
the tangible personal property and any transferable club 
memberships of either Trustor as described on the attached Schedule 
D or Schedule E with the m,ost recent date and signed by such 
Trustor. 

8.3 Consolidation of GST Exempt Trust Property. ' Subject to the 
provisions of sections 8.1 and 8.2, the Trustee shall consolidate 
the Bypass Trust, the Qualified GST Exempt Trust, the Disclaimer 
GST Exempt Trust and that fraction of the Survivor's Trust the 
numerator of which equals the surviving Trustor's GST exemption 
unallocated at his death and not allocated under the preceding 
provisions of this instrument or his will and the denominator of 
which equals the value of the Survivor's Trust for federal estate 
tax purposes in the surviving Trustor's estate, except that if the 
numerator is greater than the denominator, the fraction shall be 
one ("Consolidated GST Exempt Trust Property"). The Trustee shall 
allocate an amount equal to Fifty Percent (50%) of the Net Trust 
Property to separate shares for the individual(s) named or 
described on the attached Schedule F with the most recent date, in 
'the percentages indicated thereon; provided, except as provided to 
the contrary on said Schedule F, if an individual named or 
described thereon is not then living, his share shall lapse and 
shall instead be disposed of as a part of the residue of the 
Consolidated GST Exempt Trust Property. '!Net Trust Property" means 
the value of the Trust Property at the time of the surviving 
Trustor's death less all payments and distributions required by 
sections 8.1 and 8 . 2 .  The Trustee shall distribute the residue, 
if any, of the Consolidated GST Exempt Trust Property to THE 
ARIZONA COMMUNITY FOUNDATION, to be used to create "THE C AND P 
BEAWAIS FOUNDATION", the annual income from which shall be 
distributed to the charitable organizations described on the 
attached Schedule G with the most recent date, in the Percentages 
indicated thereon. The Trustee shall hold each share created for 
an individual as a separate trust ("GST Exempt Trust") in the name 
of and for the benefit of the individual for whom it was created 
(the "Beneficiary") and shall administer and distribute the trust 
as follows: 
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(a) Income. The Trustee shall from time to time 
distribute such amounts of the income as he determines appropriate 
f o r  the health care, maintenance, support and education of the 
Beneficiary and his descendants, without regard to equality of 
distributions among them but giving priority to the Beneficiary. 
It is the Trustorss desire that the Trustee distribute all of the 
income to the Beneficiary after he has attained the Designated Age 
unless the Beneficiary has no need for the income. 

(b) PrinciDal. The Trustee shall from time to time 
distribute such amounts of the principal as the Trustee determines 
appropriate for the health care, maintenance, support and education 
of the Beneficiary; provided, during any period in which an 
Independent Trustee is serving, such Independent Trustee may from 
time to time distribute such amounts of the principal as he 
determines appropriate for the health care, maintenance, support 
and education of the Beneficiary and his descendants, in that order 
of priority. No distribution shall be made to anyone other than 
the Beneficiary unless the Trustee determines that there are no 
other resources reasonably available to meet such needs; further, 
the Trustors recommend that no distribution of principal be made 
to or for the benefit of the Beneficiary or any other person who 
is a non-skip person while readily marketable assets remain in the 
trust, if any, then being held under section 8 . 4  for such 
Beneficiary or such non-skip person. The Trustee shall be very 
liberal in exercising his discretion to distribute principal to or 
f o r  the benefit of a Beneficiary who has attained the Designated 
Age and shall not be required to consider such Beneficiary's other 
resources. 

(c) Power of Appointment (Inter Vivos)_. After the 
Beneficiary has attained the Designated Age, the Trustee shall from 
time to time distribute such amounts of the principal to such 
person(s) excluding the Beneficiary and his creditors, on such 
-terms as the Beneficiary appoints by written instrument 
specifically referring to this power of appointment and delivered 
to the Trustee during the Beneficiary's lifetime; provided, 
however, the Beneficiary shall not have authority to direct a 
distribution which would discharge the Benef iciary' s legal 
obligation of support. 

UDon the Death of the Beneficiary. Upon the death of 
a Beneficiary who has attained the Designated Age, the balance of 
his trust shall be distributed to such person(s) excluding the 
Beneficiary, his creditors, his estate, and the creditors of his 
estate, on such terms as the Beneficiary appoints by written 
instrument, including a will, specifically referring to this power 
of appointment. To the extent the Beneficiary does not effectively 
exercise his power of appointment, the balance of his trust shall 
be divided using the principle of representation among his 
descendants or, if none, among the descendants of h i s  nearest 
ancestor who was a beneficiary of this trust, if any, otherwise 

(d) 
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such trust shall be distributed to THE C AND P BEAUVAIS FOUNDATION 
created under this section 8 . 3 .  The Trustee shall hold each share 
created for an individual as a separate trust in the name of and 
for the benefit of the individual for whom it was created 
(thereafter, the ltBeneficiarytl) and shall administer and distribute 
the trust in accordance with the provisions of this section 8 . 3 .  

(e) Distributions to Existina Trusts. Despite the 
preceding provisions of this section, any part of a Beneficiary's 
GST Exempt Trust otherwise distributable to another Beneficiary for 
whom a GST Exempt Trust is then being held under this section 8 . 3  
shall be added to that trust. 

8 . 4  Consolidation of Remainina Trusts. Subject to the 
provisions of sections 8.1 and 8 . 2 ,  the Trustee shall consolidate 
the Disclaimer GST Nonexempt Trust, the Qualified GST Nonexempt 
Trust and the remaining fraction, if any, of the Survivor's Trust, 
to the extent such trusts are not otherwise disposed of 
("Consolidated GST Nonexempt Trust Propertyn). The Trustee shall 
allocate to separate shares for the individuals named on said 
Schedule F, in the percentages indicated thereon, an amount equal 
to (a) Fifty Percent ( 5 0 % )  of the Net Trust Property minus (b) the 
amount, if any, allocated to said shares pursuant to section 8 . 3 .  
The Trustee shall hold each share created for an individual as a 
separate trust ("GST Nonexempt Trustt1) in the name of and for the 
benefit of the individual for whom it was created (the 
81Beneficiarytt) and shall dispose of the GST Nonexempt Trust on the 
same terms as the Consolidated GST Exempt Trusts except that on the 
death of the Beneficiary, the balance of his separate trust shall 
first be distributed to the creditors of his estate on such terms 
as the Beneficiary appoints by written instrument, including a 
Will, specifically referring to this power of appointment. The 
Trustee shall distribute the residue, if any, of the Consolidated 
GST Nonexempt Trust Property to THE ARIZONA COMMUNITY FOUNDATION, 
to be used to create THE C AND P BEAWAIS FOUNDATION, the annual 
income from which shall be distributed to the charitable 
organizations described on the attached Schedule G with the most 
recent date, in the percentages indicated thereon. 

8 . 5  Disaster Clause. Any Trust Property not effectively 
disposed of by the preceding provisions shall be distributed to THE 
ARIZONA COMMUNITY FOUNDATION, to be added to or used to create THE 
C AND P BEAWAIS FOUNDATION described in section 8.3. 
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ARTICLE IX: ADDITIONAL TRUST PROVISIONS GOVERNING TRUST 
ADMINISTRATION 

The following provisions apply to each trust created by this 
instrument: 

9.1 PostDonement of Possession. Except as expressly provided 
to the contrary in a power of appointment exercised in accordance 
herewith, any Trust Property distributable thereunder shall be 
retained as a separate trust in the name of such beneficiary and 
shall be disposed of in accordance with the provisions of section 
8.3 (if such Trust Property is exempt for GST tax purposes or 
section 8 . 4  (if such Trust Property is not exempt f o r  GST tax 
purposes; provided, if a trust is then being held for such person 
under such section, the share created hereunder shall be added to 
that trust. 

9.2 Prioritv of Distributions. As long as either Trustor is 
alive, the Trustee shall treat the interests of the Trustor(s) as 
paramount over the interests of any other beneficiary. In the 
absence of bad faith, the Trustee shall not be liable to any person 
regarding the exercise of its discretion in favor of either 
Trustor. 

9.3 Discretionary Distributions by Trustee. Xn exercising his 
discretion to distribute income-or principal to a beneficiary other 
than a Trustor, except as provided to the contrary, the Trustee is 
authorized to exhaust the trust and is directed to consider (a) any 
written instructions from the Trustors; (b) the beneficiary's (i) 
other income and assets available for the stated purposes, (ii) 
character and habits, (iii) diligence, progress and aptitude in 
acquiring an education, (iv) ability to handle money usefully and 
prudently, and (v) willingness to assume the responsibilities of 
adult life and self-support in light of his particular abilities 
m d  disabilities; and (c) all other circumstances and factors the 
Trustee considers pertinent. 

9 . 4  Spendthrift Clause. It is the Trustorst intent that the 
Trust Property be used exclusively for the purposes stated herein; 
therefore, the interests of the beneficiaries under this instrument 
in principal or income shall not be subject to the claims of their 
assignees, creditors, former spouses, whether to satisfy an alimony 
obligation or otherwise or of others or to legal process and may 
not be transferred or encumbered. Except with respect to the 
income from the Qualified Trusts, the Trustee may withhold any 
distribution whether mandatory, discretionary or subject to a 
withdrawal right if it appears prudent to do so in order to enforce 
this section. This section shall not limit any power of 
appointment granted by this instrument. 

9.5 Compliance With Perpetuities Law. Unless sooner vested or 
unless held exclusively for charitable purposes, all interests in 

ACCOl4593 
SCHMERMAN 

FILE#8145 

-15- 



a trust created under this instrument shall vest indefeasibly 
twenty-one (21) years after the death of the last survivor of the 
Trustors and the beneficiaries named or described on Schedule F 
who are living on the date such trust is not subject to a power to 
alter, amend or revoke. Any property still held in trust at that 
time shall be allocated to the beneficiaries then entitled to 
receive or have the benefit of the income of that trust in the 
proportions in which they are entitled thereto or if their 
interests are indefinite, then in equal shares; and the Trustee 
shall continue to hold, administer and distribute such trust in 
accordance with the provisions of this instrument to the extent 
that such provisions are consistent with such vesting of interest. 
When a vested beneficiary dies, the balance of his interest in 
trust, if any, shall be distributed to his estate. The purpose of 
this section is to comply with any applicable perpetuities law and 
the Trustee shall have the authority to amend any provision of this 
instrument in order to prevent its violation. 

9.6 Succession to Income. Except with respect to the Qualified 
Trusts, whenever a beneficiary's right to receive or to have the 
benefit of the income of a trust created hereunder terminates by 
reason of death or otherwise, any undistributed income shall be 
distributed to the beneficiary entitled to the next successive 
interest. 

9.7 Facility of Pavment. If the Trustee considers a 
beneficiary incompetent, any distribution of income or principal, 
whether discretionary, mandatory, or subject to a withdrawal right, 
may be made, for the benefit of such beneficiary: (a) to his 
legally appointed guardian or conservator; (b) to a provider of 
goods or services; (c) to his custodian under a Uniform Transfers 
to Minors Act or similar statute; (d) to the acting trustee of a 
trust for his benefit under which he has the power (exercisable 
alone or with others) to amend or revoke the trust, whether such 
trust was created before or after the date of this instrument; or 
'(e) in any other manner the Trustee deems appropriate. 

9.8 Determination of IncomDetency. The determination of 
incompetency of a Trustor or a Trustee under this instrument shall 
be made based upon a written statement by (a) a Trustor who is 
competent or, if none, JOHN A .  BRUSO (llJACK1l), if living and 
competent, otherwise PATRICK THATCHER (IIPATRICK") , if living and 
competent, and (b) a physician, psychologist, or other licensed 
health care professional who is reasonably trained and experienced 
in dealing with incompetency and who is familiar with the person's 
condition. No person shall participate in the determination of his 
own incompetency and the Trustee may rely upon such written 
statement. 

9.9 Small Trust Termination. If at any time any trust held 
hereunder has a principal with a fair market value of $50,000 or 
less, or if the Trustee determines that the continued 
administration of such trust is uneconomical, the Trustee may 
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terminate such trust and distribute the principal and any 
undistributed income of such trust to the beneficiary (ies) then 
entitled to receive or have the benefit of the income therefrom in 
the proportions in which they are entitled thereto, or if their 
interests are indefinite, then in equal shares. Despite the 
preceding provision, (a) the Trustee is instructed to consider the 
costs of administering any such trust and the ability of its 
beneficiary(ies) to manage money prudently prior to terminating 
such trust pursuant to this section and (b) no trust shall be 
terminated hereunder by a Trustee other than an Independent Trustee 
of such trust. 

9.10 Pavment of Trustor's Expenses. Except as provided in 
section 9.11, all payments of taxes and expenses occasioned by the 
death of either Trustor shall be charged against principal, without 
apportionment, irrespective of any apportionment statute or similar 
rule of law of any jurisdiction. Assets which are not includable 
in the estate of a Trustor for estate tax purposes shall not be 
used to make any such payments. No adjustment shall be made to 
compensate any beneficiary f o r  the effect of any election under the 
tax laws on the interest of such beneficiary. Except as provided 
herein to the contrary, payment of taxes and expenses associated 
with the death of a Trustor shall be made as follows: 

(a) At the deceased Trustor's death, from the Bypass 
Trust; provided, however, any such payment which is deducted for 
federal estate tax purposes shall be charged against the Qualified 
Trusts. The Trustee may make payments directly or through the 
personal representative of the deceased Trustor's estate. Despite 
the preceding, the Trustee shall charge (i) any increase in death 
taxes caused by a disclaimer against the disclaimed property and 
(ii) any increase in death taxes caused by not electing qualified 
terminable interest property treatment for property or a portion 
thereof which would otherwise qualify for the election against that 
property or portion, 

(b) Upon the surviving Trustor's death, pro rata from the 
Survivor's Trust (unless the surviving Trustor directs otherwise 
by his will) and from the Qualified Trusts, subject to the 
provisions of subsection 7.2 (e) , based upon their respective values 
as finally determined for federal estate tax purposes with respect 
to the surviving Trustor's estate. 

9.11 Recoverv of Taxes. If the Trustee pays taxes out of the 
Trust Property, the Trustee shall not seek recovery from the 
beneficiaries. However, if a tax is attributable to property (a) 
over which the deceased Trustor had a power of appointment, (b) 
which is qualified terminable interest property, or (c) which the 
Trustor transferred within three ( 3 )  years of his death without 
adequate consideration (after appropriate credit for gift taxes 
paid on gifts made after December 31, 1976), such tax including 
interest and penalties shall be recovered from the person holding 
or receiving such property. If property under two or more of (a), 
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(b), and (c) is included, or more than one person has received or 
owns such property, the amounts thereof shall be aggregated to 
determine the total increase in taxes and such increases shall be 
prorated accordingly. 

9.12 Generation-Skippins Taxes and Exemptions. If a trust 
hereunder would be partially exempt from the GST tax by reason of 
a GST tax exemption allocated to it, before the allocation, the 
Trustee shall divide the trust into two separate, identical trusts 
of equal or unequal value, to enable the person who is making the 
allocation to allocate the GST tax exemption solely to one trust 
which will be entirely exempt from the GST tax. In addition, if 
a trust hereunder is entirely exempt from the GST tax and adding 
property to the trust would partially subject it to such tax, the 
addition shall not be made and the property instead shall be held 
as a separate trust identical to the exempt trust. In both cases, 
the two trusts shall have the same terms and conditions, except 
that (a) upon the death of the beneficiary of the nonexempt trust, 
the balance of his trust shall first be distributed to the 
creditors of the beneficiary's estate as he provides in a written 
instrument, including his will, making specific reference to this 
power of appointment and (b) the Trustee shall not make 
discretionary distributions from the income or principal of the 
exempt trust to beneficiaries who are non-skip persons so long as 
any readily marketable assets remain in the non-exempt trust for 
such purposes and the Trustee shall not make any such distribution 
to skip persons from such non-exempt trust as long as any readily 
marketable amounts remain in the exempt trust for such purposes. 
If the Trustee considers that any distribution from a trust 
hereunder other than pursuantto a power to withdraw or appoint is 
a taxable distribution subject to the GST tax payable by the 
distributee, the Trustee shall augment the distribution by an 
amount which the Trustee estimates to be sufficient to pay the tax 
and shall charge the same against the trust to which the tax 
relates. If the Trustee considers that any termination of an 
'interest in Trust Property hereunder is a taxable termination 
subject to the GST tax, the Trustee shall pay the tax from the 
Trust Property to which the tax relates, without adjustment of the 
relative interests of the beneficiaries. 

9.13 Trustee's Reliance on Will and Power of Appointment. In 
determining whether a beneficiary has exercised a power of 
appointment granted to him hereunder, (a) the Trustee may rely on 
a will admitted to probate in any jurisdiction as the last will of 
a beneficiary or may assume the beneficiary had no will in the 
absence of actual knowledge of a will within three (3) months after 
his death or (b) the Trustee may rely on the last exercise of a 
power of appointment delivered to him pursuant to the provisions 
of this instrument as the last valid exercise of such power or may 
assume the beneficiary did not exercise such power of appointment 
if none has been delivered to him within three ( 3 )  months after the 
beneficiary's death. 
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9.14 Disclaimer and Releases. A beneficiary entitled to any 
benefit, interest or power (collectively “benef itff) respecting any 
trust created hereunder may disclaim or release that benefit in 
whole or in part. In addition to any other method of disclaimer 
or release recognized by law, a beneficiary may disclaim or release 
a benefit by delivering to the Trustee an acknowledged instrument 
to that effect. A personal representative of a deceased 
beneficiary, is authorized to similarly disclaim or release any 
benefit of that deceased beneficiary, without court authorization 
or approval. If there is a disclaimer right to the income of a 
trust, such income shall then be distributed as if the person 
executing such disclaimer had died as of its effective date. 
However, if this instrument provides that such trust shall 
terminate upon the death of such person, the disclaimer, if it 
relates to all such income, shall be construed as a disclaimer of 
all benefits with respect to such trust, and such trust shall be 
deemed terminated, and all of its assets shall be disposed of as 
if such person had died as of the effective date of such 
disclaimer. The effective date of a disclaimer shall relate back 
to such prior time, if any, as of which the disclaimer benefit 
would otherwise irrevocably vest under the terms of this instrument 
in such person. After’a distribution of any part of a benefit has 
once been accepted, a purported disclaimer of such benefit shall 
be treated as though it were a release. A partial disclaimer or 
release may take the form of a reduction or limitation of 
beneficiaries in whose favor it would otherwise be exercisable. 

ARTICLE X: TRUSTEE SUCCESSION 

10.1 Failure of Trustor(sl to Serve as Trustee. If either 
original Trustee resigns or ceases to act as Trustee for any 
reason, the other Trustee shall become sole Trustee, without the 
execution of any document. If neither Trustor is acting as Trustee 
for any reason, JACK, if able and willing, otherwise PATRICK shall 
‘serve as sole Trustee. Despite the foregoing, after the death of 
the surviving Trustor, each Beneficiary who has attained the 
Designated Age may serve as sole Trustee of his separate trust ( s )  . 
10.2 Atmointment of Successor Trustee. Either Trustor may 
appoint a successor Trustee to fill any vacancy in the trusteeship 
by written instrument delivered to the person or corporation 
appointed; however, while both Trustors are competent, the 
appointment of a successor Trustee shall be by their joint consent. 
When neither Trustor is living and competent, JACK, if living and 
competent, otherwise PATRICK, if living and competent, otherwise 
KAREN K. SINCHAX may appoint a successor Trustee to fill any 
vacancy in the office of the Trustee by written instrument 
delivered to the Trustee so appointed. Despite the foregoing, 
after the death of the surviving Trustor, (a) each Beneficiary may 
appoint a successor Independent Trustee of his separate trust(s), 
and (b) each Beneficiary who has attained the Designated Age may 
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appoint a successor Trustee, including a person who is not an 
Independent Trustee, of his separate trust(s). 

10.3 pualification of Successor Trustee. Any Independent 
Trustee appointed by a Beneficiary or his parent, guardian or 
conservator in accordance with subsection 10.2(a) shall be a 
corporation or a person who has attained the Designated Age. Any 
corporation appointed as a Trustee must be a corporation licensed 
to conduct trust business by any governmental authority; must have 
continuously exercised its trust powers for the last ten (10) years 
and have a capital and surplus of Ten Million Dollars ($10,000,000) 
or more. For purposes of qualification under this paragraph, a 
corporation is deemed to qualify if any affiliate (as defined by 
IRC Section 1504) qualifies. During any period in which a 
corporation is acting as Trustee, the corporate Trustee shall have 
custody of the assets of any trust created hereunder. 

10.4 Removal of a Trustee. Either Trustor may remove any 
Trustee other than a Trustor by written instrument delivered to 
such Trustee; however, while both Trustors are competent, the 
removal of a Trustee shall be by their joint consent. Despite the 
foregoing, the surviving Trustor shall have no authority to remove 
an Independent Trustee of the Bypass Trust or the Disclaimer 
Trust. During the surviving Trustorls lifetime (with respect to 
the Bypass Trust and the Disclaimer Trust), during any peripd when 
neither Trustor is competent and after the surviving Trustor's 
death, JACK, if living and Competent, otherwise PATRICK, if living 
and competent, otherwise KAREN IC. SINCHAK may remove any successor 
Trustee by written instrument delivered to the Trustee removed. 
Despite the foregoing, after the death of the surviving Trustor, 
each Beneficiary may remove a successor Trustee of his separate 
trust(s) other than an Independent Trustee appointed by him 

10.5 Trustee's Resiqnation. Any Trustee may resign by giving 
#thirty (30) days written notice to the Trustors, if both are 
competent, or to the surviving T r u s t o r ,  if competent, otherwise to 
the beneficiary(ies) then entitled to receive or have the benefit 
of the income of the trust being administered by such Trustee and 
to such Trustee's successor as designated above, if applicable. 

. pursuant to subsection 10.2(b). 

10.6 Severabilitv. All provisions relating to the removal, 
resignation, and appointment of the Trustee shall apply 
individually with respect to any trust created hereunder. 

10.7 Riqhts of Successor Trustee. Each successor Trustee shall 
have all rights and powers given to the original Trustees, and 
shall incur a11 of the duties imposed upon the original Trustees. 
No successor Trustee shall be personally liable for any act or 
omission of a predecessor Trustee. With the approval of the 
Trustors, if both are competent, or of the surviving and competent 
Trustor or, if none, of the majority of the beneficiaries then 
entitled to receive or have the benefit of the income from any 
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trust created hereunder, a successor Trustee thereof may accept the 
account rendered and the property received as a full and complete 
discharge to the predecessor Trustee of such trust without incur- 
ring any liability for 'so doing. 

10.8 Leaal Disability. Except as expressly provided to the 
contrary, the parent, guardian or conservator (other than a 
Trustor) of a person (other than a Trustor) under legal disability 
shall receive notice and have authority to act for such person in 
exercising any rights and powers under this Article X. 

10.9 Competencv Reauirement. Any person designated to serve or 
serving as a Trustee hereunder must be competent as defined in 
Article I1 in order to serve as Trustee. 

ARTICLE XI: PROVISIONS GOVERNING TRUSTEES 

11.1 Authority of Oriqinal Co-Trustees. During any period in 
which the two original Co-Trustees are serving, except as expressly 
provided herein to the contrary either Trustee may exercise the 
authority of the Trustee alone, without the consent of the other 
Trustee. It is the Trustors' intent by this section to give 
flexibility to their affairs, so that both of their signatures will 
not be required on trust transactions. Any person dealing with 
either original Trustee may rely on any act of that Trustee as 
having been duly authorized. 

11.2 Amointment and Authority of Co-Trustees. Any Trustee 
serving alone may appoint one or more Co-Trustees if it appears 
prudent to do so and if such appointment is in compliance with 
Article X. Whenever there are two or more Co-Trustees other than 
the original Co-Trustees, all acts of the Trustee shall be by joint 
vote (in the case of two (2) Co-Trustees) or majority vote (in the 
case of three ( 3 )  or more Co-Trustees) . A dissenting Trustee shall 
'have no liability for carrying out the acts of the majority of the 
Co-Trustees. 

11.3 No Trustee shall be required to give bond or surety 
or to be appointed by or account to any court for the 
administration of any trust created hereunder. 

11.4 Trustee's Powers. With respect to each trust created 
hereunder, the Trustee shall have all powers granted by law and all 
powers which may be exercised by individuals owning similar 
property in their own right unless otherwise provided by this 
instrument, Without limiting the generality of the foregoing, but 
only by way of illustration, the following powers are set forth: 

Bond. 

(a) To' receive additions to the trust from any source, 
and to administer such additions according to the terms of this 
instrument; 
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(b) To retain indefinitely without liability for loss, 
any property or interest in property received in kind regardless 
of degree of risk, effect on diversification or unproductivity of 
the asset, and notwithstanding any law restricting investments by 
trustees ; 

(c) To manage, sell, exchange, lease, grant or exercise 
options to purchase and execute contracts concerning Trust Property 
for such considerations and upon such conditions and payment terms 
as the Trustee determines, without regard to the termination date 
of any trust; to provide for exoneration of the Trustee from 
personal liability in any contract; 

(d) To invest and reinvest in bonds, notes, debentures, 
corporate stocks of any class, trust interests (including common 
trust funds and investment trusts), real estate or any other kind 
of real or personal property or business interest without being 
limited by any statute or rule of law concerning proper investments 
for trustees; to continue any unincorporated business or venture; 
to incorporate any business or venture; to assign undivided 
interests in investments to any separate trusts; 

(e) To open, operate and maintain securities brokerage 
accounts and to hypothecate, borrow upon, purchase or sell 
securities in such accounts as the Trustee deems appropriate or 
useful; to buy and sell securities on margin or by puts and calls, 
such powers to be exercised only by an original Trustee and by no . 
other Trustee; 

(f) To hold securities in bearer form and to hold any 
property in its name as Trustee or in the name of a nominee without 
indication of any fiduciary relationship; 

(9) To participate in the management of business 
enterprises as stockholder, partner or principal; to participate 
*in any organization or reorganization of a business enterprise 
committing and transferring trust assets for such purposes; to vote 
stock by proxy or otherwise; to deposit or transfer securities to 
protective or voting committees or similar bodies; to exercise any 
options; 

(h) To operate, improve or develop real estate; to 
construct, alter, raze, or repair buildings or structures on real 
estate; to partition, subdivide, dedicate to public use, grant 
easements or other rights with respect to or otherwise deal with 
real estate; 

(i) To revocably delegate to any appropriate person any 
ministerial duties in connection with the rights and duties granted 
hereunder; to appoint an ancillary Trustee to act as Trustee with 
respect to any Trust Property situated in a jurisdiction in which 
the Trustee is unable or unwilling to act, such ancillary Trustee 
to have all the title, powers and discretions with respect to such 
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property that are given to the Trustee 
stipulates otherwise) and to serve at the onq 

(unless the 
ing discreti 

Trustee 
n of the 

Trustee; to revocabiy delegate to another- Trustee, if any, any 
rights and discretions hereunder, including the power to sign 
checks, to give orders for the purchase and sale of securities and 
to have custody of trust assets; 

(j) To retain such experts, including investment counsel, 
attorneys, appraisers, accountants, brokers, agents, custodians, 
and ancillary trustees as it deems appropriate for advice in the 
selection, maintenance and disposition of trust assets; 

(k) To pay all costs and expenses of the trust and its 
property, including reasonable compensation to Trustee for its 
services; to charge the trust such additional reasonable fees for 
the special services and advice rendered in connection with the 
exercise of any power granted by this Article as described in its 
regularly published fee schedule, which additional fees may be 
collected from time to time without prior court approval; 

(1) Consistent with all other provisions , to arbitrate, 
settle, compromise, contest, foreclose, extend or abandon claims 
or demands in favor of or against the trust or its assets; 

(m) To borrow money at interest from any lender, including 
a Trustee hereunder, and to assume indebtedness and encumber Trust 
Property by mortgage or pledge; 

.(n) To decide, consistent with applicable rules of law, 
how and in what proportions any receipts or disbursements shall be 
credited, charged or apportioned as between principal and income, 
except as otherwise provided withsrespect to the Qualified Trusts; 

(0) To enter into any transaction authorized by this 
article with trustees or personal representatives of other trusts 
'or estates in which any beneficiary hereunder has an interest or 
which by its terms distributes to any trust established by this 
instrument, even though the Trustee also serves the other trust or 
estate in a fiduciary capacity and in any such transaction to 
purchase property, or make loans on notes secured by property, even 
though similar or identical property constitutes a large proportion 
of the balance of the Trust Property, and to retain any such 
property or note as if it had been received in kind as an addition 
to the Trust Property; 

(p) To purchase and own life and/or disability insurance 
for any beneficiary or for any person in whom a beneficiary has an 
insurable interest; to continue in effect or to terminate any such 
insurance contract; to pay premiums or charges on such insurance 
from income or principal; however, no premium shall be charged 
against the income of the Survivor's Trust without the surviving 
Trustor's written consent, or from the Qualified Trusts; and to 
exercise any and all settlement options, rights or incidents of 
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ownership Trustee may have over contracts of life insurance or 
other insurance; to purchase and pay premiums on health insurance 
for any beneficiary hereunder to whatever extent the Trustee deems 
reasonable to protect the Trust Property from risk of loss due to 
health care expenses; 

(9) To determine the market value of any investment for 
any purpose on the basis of such quotations or information as 
Trustee deems pertinent and reliable; 

(r) To distribute income and principal in cash or in kind, 
or partly in each, and to allocate or distribute undivided 
interests or different assets or disproportionate interests in 
assets among any trusts created hereunder, valuing such assets on 
the date of allocation or distribution, and no adjustment shall be 
made among the beneficiaries to compensate for a disproportionate 
allocation of unrealized gain for federal income tax purposes; to 
value the Trust Property and to sell any part or all thereof in 
order to make any allocation or distribution; and to add 
accumulated and undistributed income to principal from time to 
time; 

( s )  To satisfy written charitable pledges of a deceased 
Trustor irrespective of whether the pledges constituted binding 
obligations of such Trustor or were properly presented as claims, 
if in the judgment of the Trustee, such deceased Trustor would have 
wanted the pledges completed under the circumstances; 

(t) To consolidate for investment and income tax purposes 
any separate trust created hereunder or under any other instrument 
with any other trust for the same beneficiary or beneficiaries 
containing compatible although not identical provisions, except for 
the Qualified Trusts, the Bypass Trust and the Disclaimer Trusts; 
and 

(u) To make tax options, elections and allocations under 
any statute or rule of law as the Trustee deems prudent to minimize 
or eliminate taxes with respect to the combined estates of the 
Trustors upon the death of the first Trustor to die and with 
respect to the combined estates of the surviving Trustor, the 
deceased Trustor and any other beneficiary under this instrument 
following the death of the surviving Trustor, and no adjustments 
shall be made with respect to the interests of the beneficiaries 
to compensate for the effect of the Trustee's tax options, 
elections and allocations. 

11.5 Trustee's Liabilitv. Trustee shall be liable to the 
Trustors and to the beneficiaries under this instrument for  any 
loss  incurred in the exercise of powers or in the retention of 
investments authorized to be purchased by this Article XI if gross 
negligence or wilful misconduct is proven by affirmative evidence. 
The Trustee's exercise or non-exercise in good faith of any power 
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or discretion authorized by this instrument shall be conclusive and 
binding on all persons. 

11.6 Third Persons Dealins with Trustee. No person shall be 
required to ascertain the authority of the Trustee to conduct any 
transaction, nor shall any person be responsible for the proper 
application of funds paid by him to the Trustee. Any person 
dealing with the Trustee shall be entitled to rely upon any act of 
the Trustee as having been duly authorized, and the receipt of the 
Trustee for payment shall be a full and complete discharge to the 
extent specified in the receipt. 

11.7 Limitations on Trustee's Powers. In modification of the 
general powers granted to the Trustee, the following specific 
limitations apply and supersede all other provisions of this 
instrument: 

(a) All powers must be exercised in a fiduciary capacity 
and the Trustee shall disclose any conflict of interest to the 
Trustors, if competent, or to the surviving Trustor, if competent, 
or if none, to the then current income beneficiary(ies). 

(b) The Trustee shall not have control over life 'insurance 
contracts or other assets which designate the trust(s) as 
beneficiary. Unless ownership of any insurance policy or other 
asset has been transferred to the Trustee, the Trustee shall not 
be responsible for the payment of premiums or any other required 
payment relating to these assets and shall not have any contractual 
benefits of ownership. On receipt of proof of death of the insured 
and after receiving possession of the contracts or other assets, 
the Trustee shall use reasonable efforts to collect all sums 
payable thereunder. The Trustee shall not be required to prosecute 
any action to collect insurance or other assets nor to defend any 
action relating to insurance or other assets unless indemnified. 

The Trustee shall have no right of recovery against 
the owner's probate estate for proceeds of any contract that might 
have been diverted from the trust(s) by loans, assignments or 
changes of beneficiary designation or otherwise. 

A s  to the Qualified Trusts, the Trustee is to exercise 
all powers and discretion in such manner so as not to jeopardize 
the qualification of that trust for marital deduction purposes in 
the computation of estate taxes due from the estate of the first 
Trustor to die. In particular, when unproductive assets are 
included in the Qualified Trusts, the Trustee is directed to make 
the property productive or convert such property within a 
reasonable time, unless specifically directed otherwise by the 
surviving Trustor. The Trustee is also directed as to the 
Qualified Trusts to exercise its investment discretion in favor of 
acquiring income-producing assets; to exercise its discretion in 
the determination of doubtful principal-income classifications in 
'favor of the income classification and to distribute all income. 

(c) 

(a) 
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' (e) The Trustee shall not pay any expense occasioned by 
a Trustor's death, including medical and hospital bills, costs, 
debts and settlement costs if the Trustee, in his sole discretion, 
determines that any such expense was incurred in violation of the 
Trustor's living will, if any, in effect at such time. 

11.8 Records and Accountinq. The Trustee shall keep and 
maintain adequate books and records reflecting all income and 
principal transactions, such books and records to be kept open at 
all reasonable times to the inspection of the Trustors and the 
other beneficiaries (including vested remainder beneficiaries) 
hereunder and such beneficiaries' duly authorized representatives. 
The Trustee shall furnish at least annual statements of all 
transactions to the Trustors and to the income beneficiaries 
hereunder. 

11.9 Relinauishment. A Trustee may relinquish any power or 
discretion granted to him by this instrument by delivering to the 
then living income beneficiary(ies) a written instrument 
relinquishing such power of discretion. Any act done or decision 
made pursuant to such written instrument shall not be subject to 
question or challenge by any person whomsoever. Such 
relinquishment shall be binding on the Trustee who relinquished the 
power or discretion but not on any successor Trustee unless the 
instrument relinquishing such power or discretion specifically 
provides otherwise. Any Trustee who has relinquished any power or 
discretion as provided for in this section may be reinstated as to 
such power of discretion by notification of such desire to the then 
income beneficiary or his guardian, unless the instrument 
relinquishing such power of discretion specifically provides 
otherwise. 

11.10 Life Insurance. Notwithstanding any other provision of 
this instrument, if the surviving Trustor is the insured under a 
.life insurance contract which was owned by the deceased Trustor 
and which has passed to the Trustee hereunder, the Trustee shall 
allocate such contract to the Bypass Trust. In addition, if the 
surviving Trustor is the insured under a life insurance contract 
which is owned by both Trustors and which has passed to the Trustee 
hereunder, the Trustee shall allocate any interest in such contract 
owned by the surviving Trustor to the Survivor's Trust and any 
interest in such contract owned by the deceased Trustor to the 
Bypass Trust. If the surviving Trustor is acting as a Trustee of 
the Bypass Trust, the Co-Trustee, if any, or the successor Trustee 
named above shall become the Special Trustee and shall have all 
powers of ownership of any such contract. 

(a) The insurance company which has issued the contract 
is hereby authorized and directed to recognize the Special Trustee 
as the absolute owner of the contract, fully entitled to all 
options, rights, privileges, and interest; any receipts, releases 
and other instruments executed by the Special Trustee shall be 
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binding and conclusive upon the insurance company and all persons 
interested in the contract and its proceeds. 

(b) In the event that a Co-Trustee or successor Trustee 
is unwilling or unable to exercise the powers conferred upon it or 
if there is no successor Trustee named, then the surviving Trustor 
shall appoint an independent, third party as Special Trustee. 

While the surviving Trustor is acting as Trustee of 
the Bypass Trust, he shall execute any documents necessary or 
appropriate to implement the actions taken by the Special Trustee 
upon the request of the insurance company. The Trustee shall 
charge all premiums on contracts owned by the Special Trustee 
equally against each trust constituting the Bypass Trust, with 
charges to be made first to the income thereof, and if the income 
is insufficient, to the principal thereof. The Special Trustee is 
relieved of any responsibility to reduce such insurance contracts 
to its possession during the life of the surviving Trustor. 
Appropriate compensation shall be paid to the Special Trustee. 

The rights, duties and obligations created hereunder and 
the terms and conditions of this instrument, except as otherwise 
set forth herein, shall inure to the benefit of and be binding upon 
the parties, their executors, personal representatives, 
administrators, successors and assigns. In witness whereof, the 
Trustors and Trustees have hereunto set their hands, on the date 
indicated and being first duly sworn, do hereby declare to the 
undersigned authority that they have signed and delivered this 
instrument as their free and voluntary acts, for the uses and 
purposes stated herein. 

(c) 

CHARLES E. BEAWAIS 

ACCOl4605 
SCHMERMAN 
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TRUSTORS 
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SCHEDULE A 
THE C AND P BEAWAIS TRUST 

(Community Proper ty)  

All tangible personal property of the Trusters (except for 
the Trustors' respective jewelry and clothing), including household 
furniture and furnishings. 

- 
CHARLES E. BEAdVAIS 

TRUSTORS 
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SCHEDULE B 
THE C AND P BEAWAIS TRUST 

(Separate Property of CHARLES E. BEAUVAIS) 

Husband Trustor's j e w e l r y  and clothing 

Dated t+$ - - p z . .  y/ 

PATRICIA M. ' B'EAWAIS 

TRUSTORS 
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SCHEDULE C 
THE C AND P B E A W A I S  TRUST 

(Separate Property of PATRICIA M. B E A W A I S )  

W i f e  Trustor's jewelry and c l o t h i n g  

Dated 

TRUSTORS 
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shall 

SCHEDULE D 
THE C AND P B E A W A I S  TRUST 

(Husband Trustor's Personal Property) 

Pursuant to section 6.2 or 8.2 of this trust, the Trustee 

distribute the items described below to t h e  person(s) named 

and at the time designated. 

ITEM 

1. 
2. 
3. 

4. 
5. 

6. 

7. 

8. 

9. 

10. 

11. 
12. 

13. 
14. 
'lr 

16. 

17. 
~ ~- 

18. 

19. 
20. 

21. 

PERSON TO RECEIVE I T E M .  1 o r  2 

NOTE: Items checked under #1 a r e  to be distributed on the husband 
Trustor's death and items checked under P2 are to be distributed 
only after both Trustors are deceased. 

Dated 
CHARLES E. B E A W A I S  

HUSBAND TRUSTOR 
ACCOI 4609 
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SCHEDULE E 
THE C AND P BEAWAIS TRUST 

(Wife Trustor's Personal Property) 

Pursuant to section 6.2 or 8.2 of this trust, the Trustee 

shall distribute the items described below to the person(s) named 

and at the time designated. 

- ITEM PERSON TO RECEIVE ITEM 

1. 

3 .  

4 .  

5. 

6. 

7. 
8. 

9. 

10. 

11. 

12. 
13. 

14. 
15. 
,16. 

17. 
18. 

19. 

2 0 .  

21. 

1 or 2 

NOTE: Items checked under #1 are to be distributed on the wife 
Trustor's death and items checked under #2 are to be distributed 
only after both Trustors are deceased. 

Dated 
PATRICIA M. B E A W A I S  

WIFE TRUSTOR 
ACC014610 
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SCHEDULE F 
THE C AND P BEAWAIS TRUST 

Pursuant to section 8 . 3  and/or 8 . 4  of this trust, the 
Trustee shall allocate an amount equal to Fifty Percent ( 5 0 % )  of 
the Net Trust Property to separate shares for the benefit of the 
person(s) named below, in the percentages indicated opposite their 
names : 

Percentase Name 

3 3  1/3% 

3 3  1/3% 

Agnes Beauvais Labelle, if 
Living, otherwise John Guy 
Labelle, if living 

Marcia Hanford Perryman, if 
living, otherwise her surviving 
children 

3 3  1/3% Pierre V. Perryman 

Dated 

CHARLES E. BEAWAIS 

TRUSTORS 
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SCHEDULE F 
THE C AND P B E A W A I S  TRUST 

Pursuant  t o  s e c t i o n  8 .3  and /o r  8 . 4  of t h i s  t r u s t ,  t h e  
T r u s t e e  s h a l l  a l l o c a t e  a n  amount equa l  t o  F i f t y  P e r c e n t  ( 5 0 % )  of 
t h e  N e t  Trust Proper ty  t o  s e p a r a t e  s h a r e s  f o r  t h e  b e n e f i t  of t h e  
person  (6) named below, i n  t h e  pe rcen tages  indicated o p p o s i t e  t h e i r  
names : 

percen taqe  Name 

100% 

Dated 

ACC014612 
RCHMERMAN 

CHARLES E. B E A W A I S  

P A T R I C I A  M. B E A W A I S  

TRUSTORS 



4 I . . 

SCHEDULE G 
THE C AND P BEAWAIS TRUST 

Pursuant to section 8 . 3  and/or 8 . 4  of this trust, the 
Trustee shall distribute the annual income from THE C AND P 
B E A W A I S  FOUNDATION to the charitable organizations described 
below, in the percentages indicated opposite their names: 

Percentacre Name 

3 3  1/3% 

3 3  1 / 3 %  

3 3  1/3% 

100% 

The Cenacle 
314 Cenacle Road 
Lake Ronkonkoma, New York 11779 

Franciscan Friars 
St. Anthony's Seminary 
Santa Barbara Province 
Santa Barbara, California, 
to used for the education of 
seminarians 

T h e  Phoenix Zoo 
5810 East Van Buren 
Phoenix, Arizona 85008, 
to be used to improve the 
environment of t h e  animals 

/f// J ,  / t ? I  .- 1 Dated 
/t .J U 

=- 
c 

TRUSTORS 
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SCHEDULE G 
THE C AND P B E A W A I S  TRUST 

Pursuant to section 8.3 and/or 8.4 of this t r u s t ,  the 
Trustee shall distribute the annual income from THE C AND P 
B E A W A I S  FOUNDATION to t h e  charitable organizations described 
below, in the percentages indicated opposite their names: 

Percentaae Name 

100% 

Dated 

CHARLES E. B E A W A I S  

PATRICIA M. BEAWAIS 

TRUSTORS 



FIRST AMENDMENT TO THE 
"C AND P BEAUVAIS TRUST" 

Dated May 2, 1991 

On May 2, 1991, CHARLES E. BEAWAIS and PATRICIA M. 

BEAWAIS, as Trustors and Trustee did create the 'IC AND P BEAWAIS 

TRUSTtt. Pursuant to Article 111, Powers Reserved bv the Trustors, 

surviving Trustor, PATRICIA M. BEAWAIS hereby declares the 

following to be a First Amendment to said Trust Agreement. 

FIRST: Surviving Trustor does hereby delete Article VII, 

Section 7.1 in its entirety, and hereby substitute the folloking to 

wit: 

"ARTICLE VI1 

TRATION OF TRUST PROPERTY FOR SURVIVING =STOR 

7.1 S U r v J  'vor's Trust. . The Trustee shall distribute the 
Survivor's Trust as the surviving Trustor directs. During any 
period in which the surviving Trustor is incompetent, the Trustee 
shall from time to time distribute such amounts of the Survivor's 
Trust as the Trustee determines appropriate for the health care, 
maintenance, support and welfare of the surviving Trustor, and 
anyone (other than the Trustee) dependent upon the surviving 
Trustor. Distributions may be made f o r  the income or principal of 
the Survivor's Trust as the Trustee determines appropriate. Upon 
the death of the surviving Trustor, the balance of the Survivor's 
Trust shall be distributed in shares substantially equal as to 
value among PIERRE V. PERRYMAN, MARSHA HANFORD PERRYMAN (if living, 
otherwise to her surviving children in shares substantially equal 
as to value), and AGNES BEAUVAIS LABELLE (if living, otherwise JOHN 
GUY LABELLE) . I' 

SECOND: Surviving Trustor does hereby delete Article X, 

Section 10.1 in its entirety, and her.eby substitutes the following 

to wit: 

1997- 16646-1 
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TRUSTEE'S SUCCESSION 

10.1 Authority of Trystor(s) to Serve as Trustee . If 
either original Trustee resigns or ceases to act as Trustee for any 
reason, the other Trustee shall become sole Trustee, without the 
execution of any document. If neither Trustor is acting as Trustee 
for any reason, JACK (JOHN A. BRUSO) if able and willing, 
otherwise, PATRICK THATCHER, shall serve as sole Trustee. Despite 
the foregoing, after the death of the surviving Trustor, each 
beneficiary who has attained the Designated Age, may serve as sole 
Trustee of his separate Trust(s). As regards the Survivor's Trust, 
upon the failure of PATRICIA M. BEAWAIS to act as Trustee for any 
reason, then RICHARD SCHMERMAN shall serve as First Successor 
Trustee, and if for any reason, he is unable to serve, then JOHN A. 
BRUSO shall serve as Second Successor Trustee.I1 

In a l l  other respects, surviving Trustor PATRICIA M. 

BEAWAIS confirms her Trust Agreement, reserving unto herself the 

right to further amend or revoke the same and this Amendment 

thereto. 

IN WITNESS WHEREOF, PATRICIA M. BEAWAIS has hereunto set 

her hand as surviving Trustor and Trustee, a l l  on this 2- of 

June, 1997. 

TRUSTEE : 

A 

TRUSTOR: 

. 
PATRICIA M.' BEAUVAIS 

\ 

-2- 
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STATE OF ARIZONA 1 

County of Maricopa) 
s s .  

The foregoing Trust Amendment w a s  acknowledged before me 
this 2k&T ay of June, 1997, by PATRICIA M. BEAWAIS as Trustee, 
for the purposes contained therein. 

My Commission Expires: 

STATE OF ARIZONA ) 

County of Maricopa) 
1 ss. 

e foregoing 
this 
for the purposes contai 

My Commission Expires: 

4 * / # f l y  

T r u s t  Amendment was acknowledged before me 

RONALD G. WEON 

ACC014617 
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8ECOND AMENDMENT TO 
THE C AND Fa BEAUVAIS TRUST, DATED MAY 2,4991 

On May 2, 1991 , CHARLES E, BEAUVAiS and PATRICIA M. BEAUVAIS, as 

Trustors and Trustees did create the “C AND P BEAUVAIS TRUST”. Pursuant to Article 

Ill, Powers Reserved bv the Trusfors, surviving Trustor, PATRICIA M. BEAUVAIS 

hereby declares the following to be a Second Amendment to sais Trust Agreement. 

FIRST: I hereby a m e n d  Section 7.1 of Article VI1 of that trust agreement to read 
as follows: 

7.1. Survivor’s Trust, The Trustee shall distribute t h e  Survivor’s Trust as 
the surviving Trustor directs. During any period in which the surviving Trustor is 
incompetent, the Trustee shall from time to time distribute such amounts of the 
Survivor’s Trust as the Trustee determines appropriate for the health care, 
maintenance, support and welfare of the surviving Trustor, and anyone (other than the 
Trustee) dependent upon the surviving Trustor. Distributions may be made for the 
income or principal of the Survivor’s Trust as the Trustee determines appropriate. 
Upon the death of the surviving trustor, the balance of the Survivor’s Trust shall be 
distributed in accordance with the attached Schedule F with the most recent date, in the 
percentages indicated thereon; provided, except, if an individual named or described 
the.reon is not then living, his or her share shall lapse and shall instead be disposed of 
as part of the residue of the estate. 

SECOND: I hereby amend Section 8.3 of Article Vlll of that trust agreement to 
read as follows: 

8.3 Consolidation of all Trusts lipon death of Surviving Trustor. Upon the 
death of the last Trustor to die, the Trustee shall consolidate any assets from the 
Bypass Trust, the QTIP Trust, GST Exempt Trust and  the Survivor‘s Trust and 
administer the entire Trust Estate in accordance with the attached Schedule F with the 
most recent date, in the percentages indicated thereon; provided, except, if an 
individual named or described thereon is not then living, his or her share shall lapse and 
shall instead by disposed of as part of the residue of the estate. 

THIRB: 1 hereby revoke and delete Section 8.4 of Article Vlll in its entirety. 
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FOURTH: I hereby amend Section 8.5 of Article Vll l of that trust agreement to 
read as follows: 

8.4 Disaster Clause. In the even that the provisions of Section 8.1 through 
8.3 fail to provide'for the administration and distribution of any or all of the Trust Estate, 
at such time as such event shall occur, as to any such portion of t he  Trust Estate, t h e  
Trust shall terminate and the Trustee shall then pay over and distribute the remaining 
principal and income of such portion by allocating one-half to the heirs of CHARLES E. 
BEAUVAIS and one-half to the heirs of PATRICIA M. BEAUVAIS. 

FIFTH: I hereby amend Section 9.8 of Article IX of that trust agreement to 
read as follows: 

9.8 Determination of Incompetencv. The determination of incompetency of a 
Trustor or a Trustee under this instrument shall be made based upon a written 
statement by (a) a Trustor who is competent or, if none, RICHARD SCHMERMAN, if 
living and competent, and (b) a physician, psychologist, or other licensed health care 
professional who is reasonably trained and experienced in dealing with incompetency 
and who is familiar with the person's condition, No person shall participate in the 
determination of his own competency and the Trustee may rely upon such written 
statement. 

SIXTH: I hereby amend Section 10.1 of Article X of that trust agreement to 
read as follows: 

10.1 fiuthoritv of Trustor(s) to Serve as Trustee. If either original Trustee 
resigns or ceases to act as Trustee for any reason, the other Trustee shall become sole 
Trustee, without the execution of any document, If neither Trustor is acting as Trustee 
for any reason, RICHARD SCHMERMAN if able and willing, otherwise, GARY FREED, 
shall serve as sole Trustee, As regards to Survivor's Trust, upon the failure of 
PATRICIA M. BEAUVAIS to act as Trustee for any reason, then RICHARD 
SCHMERMAN shall serve as First Successor Trustee, and if for any reason, he is 
unable to serve, then Gary Freed shall serve as Second Successor Trustee. 

SEVENTH: I hereby revoke in its entirety Section 10.4 of Article X of that trust 

In all other respects, I confirm and readopt the remaining provisions of that trust 

agreement 

agreement, reserving myself the right to amend further that trust agreement and this 
amendment thereto myself. 

Dated: I , 2005. 

ACC014619 SCHMERMAN 

FILEW145 



. 

The undersigned acknowledge receipt of and consent to the foregoing 
amendment as of the day and year last above written. 

STATE OF ARIZONA > 
County of Maricopa > .  

1 ss. 

This instrument was subscribed and acknowledged before me this &day of 
w 0 0 5 ,  by Patricia M. Beauvais, as trustor, for the purposes contained therein. 

IN WITNESS WHEREOF, I hereunto set my hand and official seal. 

M! Cornmission Expires: 

STATE OF ARIZONA 

County of Maricopa 

v 
Notary Public 

1 
) ss. 
) 

.----- -Y"-L...-U.-".".I.. e-.-. 

TINA M. RAMIREZ 

MARICOPA COUNTY 
My Commission Expires 

November 27. 2005 

N OTA A Y P U B L I C - AR I Z 0 N A 

-c 

. .  

This instrument was subscribed and acknowledged before me this day of 
2 0 6 ,  by Patricia M. Beauvais, as trustee, for the purposes contained herein. 

IN WITNESS WHEREOF, I hereunto set my hand and official seal. . 

U 
Notary Public 

My Commission Expires: 
? M a ?  dD05 
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.L 1 

, .  
* I .  

SCI-IEDULE F 

THE.C AND P BEAUVAIS TRUST 

Pursuant to section .7.1 'and/or 8.3 of thls trust, the Trustee shall allocate an 
amount equal, to One Hundred Percent:(lOO%) of the Net Trust.Property for.the: benefit 
of the below named,;,in the percentages indicated opposite their names: . ' 

( .  
Percentacre Name . ' 

. '  2 . .  ' .St. Lawrence Seminaiy .* . 

100% 1 :: 

. .  

. . .  , , .  

. -  
PATRl C IA M( B L  ._ - . .. - 

, .  

* In the event.Pierre V. Perryman predeceases me, his portion shall be divid.ed.among . . . . ' 
his then living children; . .  

. .  . .  
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Category: Financial Advisory Investment ManagementInvestment Offices, nec 

data &Ol2 Google :&GI 

5312 N 12th St Ste 301 
Phoenix, AZ 85014 

P 

I 
Source: Dun & Bradstreet last refreshed 11/25/2011 

m o a n "  R ~ D O  6 5  from D& Brads t ree t  

Officers at Diversified Financial 
Click on 6:. to the left of the name to see the Connection Visualizer. 

* .  
6:. Richard M Schmerman Phoenix, AZ 







612511 0 
Called Richard Schmerman, Trustee for an update. His secretary took a message & said 
she would have him call me. DLWIab 

6/25/10 
Richard returned a call to SLS office after hours and left a message that he would contact 
Dan on Monday on his cell phone. 

6/28/10 
Dan advised that he had received a call from Rick Schmerman. Rick advised that SLS's 
share is about 5-6K and that it should be distributed around the 1'' of November. He 
further advised that the house was sold for the asking price on a 1031 exchange. 
DLWIab 



STATE &kOna Search FIRST Richard LAST S;;hmerman Crpi 

Richard NI Schmerman Find More Information for Richard M Schmerman 
5312 N 12th St #301 
P b n ' k  AZ 85014 

Add to Address 3ook I 
(602) 357-4p4.5 

1 Drivins D i r e c m  

-R 
Run a Background Check on Richard M %merman 

Verihr Public Records 
Doer Richard M Schmennan Have any c'Ml c w l t  records? 

View Properm h Area Information 
What is this pmprty worth? 

Get Complete Address H i s t o v  
Find Richard M Schmehan address history 

Email and unlisted Phone Lmkue 
Find Richard M Schmerman'r Ernail Address & Unlisted Number. 

I I 

MORE MFORMAllON ON Richard M Schmennan 

rn (602) 957-4845 IS a Land Line phone 
rn The Iml hme IS 1032 AM. 
rn LaatiarPhoenix.AZ 

Public records found for Richard Schmerman with current & verified Phone &Address 

First Name Last Name ClV state 
Arizona Richard Schmerman Phoenix 

Searchos 
People Search 

Direclories support 
Phone Number Browslnq Ve-Q 
First and Last Ihlames Pnvac./ 

Vdhitepages, InC. 

Jobs 
rn 
ymtepages t a  



. .... . _. . ___ .. . 
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iepott Profile = Visits Created on - 06l27l2006 by = DAN Updated on = 03/06/2012 by = DAN 

between the dates above 
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St. Lawrence Seminary 
Donor Summary 

0911 012008 10:37 AM CElL Report IIOINFD Page 1 of 1 

Account # Donor Address Profile Phone Numbers 

Record Type : 1 - Individual Cell : 
I Donor Type : 1 - Donor Fax : 

I 
Gender : Not Known Birthday - (Mrs ) 

Acquired Date : 08/07/1995 Acquired on Appeal : 95BFAQ - Mar Eng Cold Acquired Source : ASIAN - Asian Relief Active Donors 
Attributes : BLDG, CARDS, CMASCD, NORENT, PLUSGO. PLUS70, PREM, SEMGEN 

Most Recent This Year Last Year Lifetime Archive 
Gift Dates Count Revenue Count Revenus Count Revenue Count Revenue 

Unrestricted: 01 I1 712007 0 0 00 0 0 00 39 1140 00 0 0.00 
Designated: 0 0 00 0 0 00 0 0 00 

Masses: 0 0 00 0 0 00 0 0.00 39 t140.00 c -  Total 

Mailing Total: 124 

Note: 09/10/2008 10 31 (010-mil) we are named as a beneficiary of The C and P Beauvais Trust dated May 2, 1991 teh Successor Trustee is Mr 
Richard M. Schrnerrnan of DiversifEd Financial 5312 North 32th St, Suite 301 Phoenix. AZ 85014 - 602-224-6040 Office and 602-266-5307 
fax -- Atty Bryan K Levy 80 E d  Columbus Ave Phoenix, AZ 85012 IS legal counsel to Mr Schrnerman 
flagged Charles and Patricia deceased, even though nothing was mentioned. 
07/11/2006 03:48 (046-penny) - Letter #76 Library I - Paragraph #26 ILLNESS OF LOVED ONE q u r  brother Pierre> 
04/18/2006 FENNY Par# 12 REQUEST FOR A WANT <prayer book> 

ACCOl4631 
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LAW OFFICE OF BRYAN K. LEVY 
80 EAST COLUMBUS AVENUE 

PHOENIX, ARIZONA 85012 

TELEPHONE (602) 2644965 

FAX (602) 277-0144 ATORNEY AT LAW 

August 20,2008 

St. Lawrence Seminary 
301 Church Street 
Mount Calvary, WI 53057 

Re: Estate of Patricia M. Beauvais 

Dear St. Lawrence Seminary: 

Please be advised that I am legal counsel to Richard M. Schmerman, (Diversified 
Financial) the Successor Trustee of The C and P Beauvais Trust, Dated May 2, 1991. 
Pursuant to the terms of the Trust Agreement, you were named as a beneficiary and will 
be eligible for a distribution from the Trust. 

Any monetary distribution from the Trust will occur after the Successor Trustee 
has accumulated and liquidated the assets of the estate and following the administration 
of all estate expenses. The administration of the estate will include all legal and 
regulatory filings, sale of the residence and the filing of personal and fiduciary income 
tax returns for Patricia M. Beauvais. Presently, Mr. Schmerman is continuing his efforts 
to fulfill his duties as Successor Trustee in an expeditious manner. 

The Successor Trustee can be reached at the following address and telephone 
number: 

Mr. Richard M. Schmerman 
Diversified Financial 
5312 North 12* Street, Suite 301 
Phoenix, Arizona 85014 
(602) 224-6040 Office 
(602) 266-5307 Fax 

A copy of the Trust Agreement is available upon request. Please contact me to 
request a copy of the Trust Agreement. 

Very truly yours, 
h 

BKL/ao 
cc: Richard Schmerman ACCOl4632 
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From: Ceil Schaefer 
To: Dan Woehrer 
cc: 
Subject. 
Attachments: 

Hi, 

Atty Brian Levy phone call 

Sent: Tue 9/23/2008 1:33 PM 

Brian Levy (Patricia Beauvais estate) re.Jrned your call from last week (you have a note on the bottom of his 
letter ‘DOC and DOD requested per phone call 9/15/08). 

I told him you were driving and he gave me his private ( I  think) number. -. He was in court last 
week. Would you call him? 

ACC014633 
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Saint Lawrence Seminary + Since 1857 
W'~.t57L?/<<Z,J&. " .  *.. . 

301 Church Street Mt. CaCVay, Wisconsin + 53057-0505 

(92q-753-7503 

.. 
October 16,2008 

Mr. Bryan K. Levy 
Law Oflice of Bryan IC. Levy 
80 East Columbus Avenue - 
Phoenix, Arizona 85012 

Re: Estate of Patricia M. Beauvais 
I 

Dear M i .  Levy, 

This letter is a follow-up to my phone call request of September 15,2008 asking for a copy of the 
Patricia M. Beauvais Trust, as well as her date of deak 

Additionally, please note that if Saint Lawrence Seminary is designated as a residual beneficiary, 
at the conclusion of the administration of the estate an&trust of Ms. Beauvais, we will want a 
copy of the estate/trust Inventory, a copy of the 8ccounts, and the-plan for distriiution. It is our 
policy to not provide a receipt for any distributions or release for any liability unless the above 
documents are d v e d  by us and, upon review, are d&d satidctory. 

If you have any Questions about the above, please do not hesitate to hntact me at 920-948-0795. 

8 

I look forward to hearing h m  you soon. 

Sincerely, 

Daniel L. Woehrer, JD 
Special Assistant to the Rector 

CC: Richard M. Schmerman 

ACCOl4634 
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TELEPHONE (602) 264.4865 

FAX (602) 277-0144 
LAW OFFICE OF BRYAN K. LEVY 

AlTORNEY AT LAW 
80 EAST COLUMBUS AVENUE 

PHOENIX, ARIZONA 85012 

March 2,2009 

Saint Lawrence Seminary 
301 Church Street 
Mt. Calvary, WI 53057-0505 

Re: Estate of Patricia M. Beauvais 

Dear Saint Lawrence Seminary: 

Please be advised that the residence of Patricia Beauvais will be listed for public, 
sale on or after April 1,2009. The property is located at 1-1 
=, Arizon- The beneficiaries of Mrs. Beauvais estate are being given the 
opportunity to make a written offer to purchase the residence before the property 
becomes available to the general public. The offer price to purchase the property is 
$395,000 and this offer will remain open until the close of business on March 3 1,2009, 
unless a written offer to purchase has been made by a beneficiary and accepted by the 
Successor Trustee, Richard Schmerman. 

Please be further advised that a virtual tour of the property can be located at 
www. onview360.com/1811. A copy of the Notice of Valuation for the residence issued 
by the Maricopa County Assessor’s office for the year 2010 is attached for your review. 
The Successor Trustee can be reached at the following address and telephone number: 

Mr. Richard M. Schmerman 
Diversified Financial 
53 12 North 12* Street, Suite 301 
Phoenix, Arizona 85014 
(602) 224-6040 Office 
(602) 266-53C~7 %ax 

Please note that an Estate Sale will be held at the residence on March 12,13 and 
14,2009. Please contact Mr. Schmerman or myself if you have any questions regarding 
the above. Thank you for your prompt attention. 

Very truly yours, 

Bryan K. Levy 

BKL/ao 
cc: Richard M. Schmerman 

ACCOI 4635 
SCHMERW 
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1553 1653 *********AUTO**j-DIGIT 85005 

Book Map Parcel 

Dear Property Owner: 
This is your “Notice of Valuation” for the 2010 tax year anc 
at $4O6,3OO. 

2010 PROPERTY VALUATION 
‘THIS IS NOT A TAX BEL 

the Assessor’s Office has valued your property 

The valuations found below reflect our ongoing effort to reflect market conditions. We strive to meet our 
statutory requirements and in accordance w i d  the statutory mandates be accurate and fair with all 
valuations. If you believe your property has an error in eider classification or valuation, you have an 
option to file an appeal. The‘ appeal instrixtions can be found on the back of this notice., I have also 
included an insert with a personal message talking about the changing residential property market, and a 
statement about residential rentals which are required by state statutes to accompany this notice. 

Please review all of the information found on the front and back of this notice. If you have any questions 
or need additional information, please call 602-506-3406 for assistance or visit our website at 
www .maricop a. pov/assessor . 
Thank you for this opportunity to serve you. 

Sincerely, 

- .. r :  - . .  

. I .  . - .  

z 

Keith E. Russell, MAI i 

Maricopa County Assessor . .. 
APPEAL DEADLINE: 

April 21,2009 
NOTICE DATE: NOTICE OF VALUATION 

February 20,2009 

Parcel ID: I 
THIS IS N.OT A TAX BILL 

2010 VALUATIONS 
Legal &sesment Legal 
Class Value Ratio Assessed value class 

TOTAL FCV * j6 
TOTAL LPV ** E 

Legal Description: TWNS/BLOcK: Rl 
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h~://www.onview36O.com/l8 1 l/Kitchen 7 8 8 5 . i ~ ~  
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http://www.onview360.com/l811/Walls 7842.jpg 
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Recorded et the request of: 
Security Title Agency 

When recorded mall to: 

RICHARD M. SCHMERMAN 
531 2 N. 12TH STREET, W1 
PHOENIX, AZ 85014.- 
ESMW NO.: ST09008204-ST54 

OFFICIAL RECORDS OF 

HELEN PURCELL 
20090455130 05/20/2009 02:15 

ELEX3RONIC RECORDING 

MARICOPA COUMTY RECORDER 

9008204-2-5-1-- 
sarabiam 

Spate above thk line for Recarder‘s Use 

CAPTION HEADING: 

DEATH CERTIFICATE 

DO NOT REMOVE 

This is part of the official document. 
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20090455130 I 

STATE OF A 



.. 

WHEDS RECORDED MAIL TO: 

Ronald C .  Wilson, Esq. 
ROBBINS t CRE 
3300 N. Central Avenue 

. . . . . - . - .. . ._..” 

OFFXCIAL R E C O R D S  O F  
M A R I C O P A  COUNTY R E C O R D E R  

H E t E N  P U R C E L L  
96-0807666 11/15/96 02:32 - I W t ?  suite 1800 I 
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lion of the document Otndally registered and placed 
SECTION, DEPARTMENT OF HEALTH SERVICES, 

a auvIOrRy Of ARRS 36-341, snd by dlmdion Of: 
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WHEN RECORDED MAIL TO: 

CAPTION HEADING: 

TRUST CERTIFICATION 

DO NOT REMOVE 

THIS IS PART OF THE OFFICIAL DOCUMENT 



20090455131 

Escrow No.: ST09008204-ST54 

TRUST CERTIFICATION 

The undersigned being of legal age, declares under penalty of perjury: 

1. Declarants certify the existence of the following described written trust and state that the Declarants are all of the 
current trustees. 

Declarants certify the following information in regard to the Trust: 

a. Name of Trust: "C AND P BEAUVAIS BYPASS TRUST 
b. 
c. Names of Trustor or Settlers: PATRICIA BEAUVIAS 
d. Original Trustees: PATRICIA BEAUVIAS 

Declarants state that the Trust is in full force and effect. The Trust has not been revoked, terminated, or amended 
in any manner that would cause the representations made in this Certification to be incorrect. 

Declarants state that the following named Trustees are fully empowered to act for the Trust and are properly 
exercising their authority under the Trust in negotiating for, contracting for, and executing the documents attached, 
or set forth below, and that no Trustees other than the following named Trustees are necessary under the 
provisions of the Trust to sign the documents: 

2, 

Date of Trust: April 1, 1997 

3. 

4. 

a. 
b. See Attached Beneficiary Statement 

Names of Trustees authorized to sign: RICHARD M. SCHMERMAN, SUCCESSOR TRUSTEE 

5. Declarants state that to the best of their knowledge that there are no claims, challenges or causes of action 
alleged, that contest or question the validity of the Trust or the Trustee's authority to act in behalf of the Trust. 

Unoficlal Document Dated: May 19, 2009 

4 
As Trustee 

FDAZ0294.rdw Trust Certification 
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BENEFICIARY'S STATEMENT - 
Name: * 

Address: 
w v  U 

Name: 

Address: 

Name: 

Address: 

Name: 

Address: 

Name: 

Address: 

Name: 

Address: 

Unofficnl DOcInnent 

FDAZ0294.rdw Trust Certification 
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THE BENEFICIARIES OF THE TRUST ARE AS FOLLOWS: 

RICHARD SCHMERMAN 
5312 N. 12TH STREET, NO. 301 
PHOENIX, AZ 85014 



DAVIT OF  ST^^^ OF RECORDS 

) ss. 

The undersigned hereby ares, under oafh, 

1. I am over the age of eighteen, have personal ~ o ~ l ~ g ~  of the facts set forth 
below, and am competent to testify. 

3. 

4. 

I have the authority to certify said records. 
The records submitted herewith are true copies of all records under my possession 

or control responsive: to the Subpoena directed to the Custodian of Recards of the m&y 

identified in paragraph 2 above. 

5. The records were prepared or obtained by personnel or representatives ofthe 

entity or persons scting under the control of personnel or represenrdves of the entity identified 
in paragraph 2 above in tbe ordinary come of business at or near tbc time of the act, condition, 
or event in said records. 

6, The records are kept in the course of regularly conducted business pursuant to the 
regular practice of the entity identified in 

SUBSCRI[BED and SWORN to before me this x * d a y  of ff;\A’O e ¶ 2u.3 by - 



;;i; 
f 

iA' 
4 ? s  

MEMBERSHtP APPLICATION AND SERVICES AGREEMENT 
It 

New Enrollment 

Add Jotnt Owner 
ss;Sxwest 

Fadgalcceditunichl 
1 t 839 North 28th Wive 
Phoenix, AZ 85029 
(602) 993-2993 Mern ber information Selectone 

Servlce Level Full Sewice Share Only Cash Only 
. , 1  * 1 . j  . I  I I 

? *  

Record a Yes No Retarllndicabr Yes No 
PRODUC%S ' 'I_ 

Check the addfiional products you request 

E! R e g J h  Cnecktng Premier Checking VISA Debit card A T M C ~ ~ ~  

U 0verd:aft ProtecSon 
I au!nonze the selected prWcts to be added Primly Signalure OR dI Joint Signature 

- .. 



- -  

I am ' p p l y m ~  for m~mhenhp in SunWest Federal Credit U r n  and awes to confwm to $to N~W. bytaws Md ornendmmta thetato. In addition. I a g m  to 
malntaurat m this a m 1  D pledesd to SunWest for any de& I my w e  SunWest Sy @f?g thws y f  at least om ahare h SunWest A I  

The undersigned agree s) to the applicable terms 8tatw.l on thls a imlon. The undersi ned also a ree(8) to t h  l m e  slatad on the separate a m n l  
dsckmura and eck&dge(c receipt I also hereby adt& recelpl d e l  oppkabk Sun'%& dlcc)osuree. Yw aulhodze us to chedc your 
M i m p k y m e n t  histmy a d  &a, wit Bureau infam~bon fmn thrd perties to mi your ewMPty lor services 

Undor penaltior of perjury, I certify that: (I) Tho number ahown on this l a m  la my correct taxpayer IdontificatIon numbor, (1) I am not rukkjecl (0 
backup w8thhoidlng bew~: (a) I am exempt from backup withholdhng 01 (b) I hrvo not boon notlfied by the Internal Revonut, Service ORs) that I am 

that t Un no brrgw Wtjed to 

logrrrs toa~dttm prov w w ~ ~ t ~ p p ~ m t b n ~ ~ ~ ~ o t h e  temu -- Olany~aa~ntAgrsement between SunWest end mo 

Lo backu Withholdhp 8s 8 muW ol a triklre to roport all I& or divldmnh. or (c) the IRs has noUfiad 
wrtfJlddRg, md (S) I an a U.S. person (inchding a US. n+ld.rct rlien). 

I n s t r W h s  Cross out item (2) above if you have been notified by the IRS lhot you are cumnity subject to backup Wrthholdb'bg because you have falied lo report 
dl ntereotand dMdendson yowtaxnturn Cross ou! &m (3) andcomprets eW8 8EN li you are naf o U S perm 

Tho Internal Rwotn~e Servlu doer not roqulre your conmont lo any prwlrlon of thb doarmont othef thrn (he certlftc8tions required to #OM backw 
wlthholdlnq 

Sunwest Federal Credit union Is authocized to recogrlze any d the sg-mtms below m W I ~  payment of funds o( traensadm d any busnaat for tnk eccount with 
the excepbon OF an individual Rebrement Accarnt 

by signing below, I/we henb request aulornabc en%4lmon! in en0 issuance of an access devce lor auda rssponse and home bonking account access if I 
dedde to cecllns this WN~CB, YwUl provlde that request in writing 

CUSTOMER IDENTIFI 
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CERTIFICATION OF RECORDS 

RE: C & P Beauvais Trust 
m 7 5 2  

COMES NOW, Tricia Sufficool, Custodian of Records of SunWest Federal Credit 
Union, certifies that the attached is a true and correct copy of all of the records in the files 
of this corporation, compiled during the normal course of business as requested by the 
Subpoena served upon SunWcst Federal Credit Union Custodian of Records. 

DATED this 14'h day of July 201 1 

ERAL CREDIT UNION 

Custodian of Records u 
STATE OF ARIZONA) 

County of Maricopa ) 
) ss. 

Before me this 14th day of July 201 1 personally appeared before me, Tricia 
Sufficool, Custodian of Records of the above named Corporation, who signed the above 
for the purpose therein contained, 

SUBSCRIBED AND SWO TO BEFORE ME this 14th day of July 2j11 

N6tarykublic 

(Notary Seal) 

ACC009734 
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FIDELITY NATIONAL LAW GROUP 
2355 East Camelback Road, Suite 900 

Phoenix, Arizona 85016 

Gregory Thomsen 

PRlORlPl MAIL 
ComBasPrice 

neopostx 
06/30/2011 
rgamimg $04.90g 

Speiiai Investigator 
Securities Division 
Arizona Corporation Commission 
1300 West Washington, Third Floor 
Phoenix, Arizona 85007 

ACC009126 
SCHMERMAN 
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I- I 6. 

c SUBPOENA 
SECURITIES DIVISION 

ARIZONA CORPORATION CONMISSION 

TO Security Title Agency 
Custodian of Records 
3636 North 3rd Avenue 
Phoenix, Arizona 85013 

In the matter of 
Schennan, Richard fde number 8 145 

involving possible violations of the Securities Act 
and/or Investment Management Act of Arizona. 

PURSUANT TO A.R.S. Q 44-1823 AND A.R.S. 5 44-3133, YOU ARE HEREBY REQUIRED to 

appear before Gregory Thompson of the Securities Division of the Arizona Corporation Commission at 1300 West 

Washington, Third Floor, Phoenix, Arizona 85007, on the 1st day of July, 201 1 at 1O:OO A.M., to PRODUCE THE 

DOCUMENTS SPECIFIED IN EXHIBIT "A", which is attached and incorporated by reference. 

The seal of the Arizona Corporation Commission is 
affixed hereto, and the undersigned, a member of 
said Arizona Corporation Cornmission, or an officer 
designated by it, has set her hand at Phoenix, 
Arizona this 17th day of June, 201 1. 

Chi#Couasel of Enforcement 
Securities Division 

Information and documents obtained by the Securities Division in the course of an investigation are confidential, unless made 
a matter of public record. The Securities Division may disclose the information or documents to a county attorney, the 
attorney general, a United States Attorney, or to law enforcement or regulatory officials to be used in any administrative, civil, 
or criminal proceediig. You may, in accordance with the rights guaranteed to you by the Fifth Amendment of the 
Constitution of the United States, refuse to give any information that might establish a direct link in a chain of evidence 
leading to your criminal conviction. 

Persons with a disability may request a reasonable accommodation such as a sign language interpreter, as well as request 
this document in an alternative format, by contacting Shaylin A. Bema], Executive Assistant to the Executive Director, 
voice phone number 602/542-3931, e-mail sabernal-c.Pov. Requests should be made as early as possible to allow 
time to arrange the accommodation. 

Pursuant to A.R.S. $44-1 825 and A.R.S. 5 44-3134, failure to comply with this subpoena may result in the application for 
a finding of contempt. 

Pursuant to A.A.C. R14-4-304, any person required to appear at a formal interview may be represented by legal counsel. 
ACC009127 - 
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EXHIBIT "A" 

For the period January 1, 2008, to the present, whether stored on electronic media or 
otherwise, copies of all escrow files, account servicing files, collection files, trust files, and any 
other records inchding, but not limited to, escrow instructions (and supplements or amendments 
thereto), purchase agreement (and supplements or amendments thereto), preliminary and find 
title reports or commitments, escrow deposits, preliminary and, final disbursement reports, 
preliminary and final closing statements or HUDl statements, settlement statement, lender 
instructions, payoff demand letters, closing protection letter, instructions to record, party 
authorizations, resolutions, trust agreements, warranty deeds, deeds of trust or mortgages, 
security agreements, subordination agreements, assignments, financing statements or UCCl s, 
owners title policy (including endorsements), lenders title policy (including endorsements), 
correspondence, faxes, emails, and phone logs involving the following: 

1. Escrow number ST09008204-ST54 

ACC009128 
SCHMERMAN 
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AFFIDAVIT OF CUSTODIAN OF RECORDS 

The undersigned hereby declares, under oath, that the following statements are true: 

1 ,  I am over the age of eighteen, have personal knowledge of the facts set forth 

below, and am competent to testify. 

2. I am the duly authorized Custodian of Records of Security Title Agency 

3. 

4. 

I have the authority to certify said records. 

The records submitted herewith are true copies of all records under my possession 

or control responsive to the Subpoena directed to the Custodian of Records of the entity 

identified in paragraph 2 above. 

5 .  The records were prepared or obtained by personnel or representatives of the 

entity or persons acting under the control of personnel or representatives of the entity identified 

in paragraph 2 above in the ordinary course of business at or near the time of the act, condition, 

or event in said records. 

6.  The records are kept in the course of regularly conducted business pursuant to the 

regular practice of the entity identified in paragraph 2 above. 
I? 

Custodian of Records 
Cristina Contreras 

SUBSCNBED and SWORN to before me this 30th day of June ,2011,by- 
Cristinia Contreras 

My Commission Expires: 

ACC009129 
SCHMERMAN 
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Aguilar, Yolanda C. 

From: Saenz-Daly, Tanya 
Sent: 
To: Aguilar, Yolanda C. 
SubJect: FW: 09008204 has recorded 

Attachments: 

Wednesday, May 20,2009 3:14 PM 

9008204-2-5-1 -.tif; 9008204-2-5-5Y-.tt 9008204-3-5-3-.ti; 9008204-3-5-4--.tif; 
9008204-4-5-2--.tif 

9008204-2-5-1--,Uf 90082M-2-5-5-Y-.t08204-3-5-3--.tif 9008204-3-5-4--.tif 9W8204-4-5-2--.tif 
(156 KB) f (100 KB) (52 KB) (52 KB) (72 KB) 

**PLEASE BE ADVISED THAT ALL BANK OWNED PROPERTIES REQUIRE UP TO 72 HOURS 
FOR HUD APPROVAL BY THE SELLER WHICH MAY CAUSE A DELAY IN 
RECORDING/ DISBURSEMENY 

*Please note our new address below** 

Tanya Saenz-Daly 
Assistant Vice President/ Branch Manager 
Security Title Agency 
8130 E. Cactus Road, Ste. 520 
Scottsdale Arizona 85260 
Office Ph: 602-953-4818 
Direct Fax: 602-294-8445 
Email: tdaly@securitytitle.com 

“21 years of escrow 
and title experience!” 

----Original Message---- 
From: Recorder 
Sent: Wednesday, May 20,2009 2:16 PM 
To: Saenz-Daly, Tanya 
Subject: 09008204 has recorded 

This email should have 5 Documents Attached. If any documents are missing please notify your 
systems administrator. 
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TERMS AND CONDITIONS OF ESCROW 

To: Security Title Agency 
8130 E. Cactus Rd., Ste. 520 
Scottsdale, AZ 85260 

Date: Mav 19. 2009 

1. 

2. 

EMPLOYMENT OF ESCROW AGENT. Buyer and Seller agree to employ Security Title Agency to act as 
Escrow Agent in handling the above-referenced escrow. 

DEPOSIT OF DOCUMENTS & FUNDS. Buyer and Seller agree to pay all costs incurred by Escrow Agent 
in handling the escrow and to deposit into escrow all documents and funds, and do all other things, 
necessary to complete the transaction that is the subject of the escrow and to enable Escrow Agent to 
record or deliver these documents, In addition, Buyer and Seller agree to immediately deposit with or 
refund to Escrow Agent all funds requested by Escrow Agent after close of escrow to pay any amounts that 
may be required by any taxing authority or any lender that holds or will hold, at close of escrow, a 
mortgage or deed of trust encumberlng the property. All funds will be tn the form of United States dollars. 
Escrow Agent is instructed to deposit all funds in a non-interest bearing general escrow account in one or 
more financial institutions doing business in Arizona and whose deposits are federally-insured. 

The parties to this escrow acknowledge that the maintenance of such escrow accounts with some 
depository institutions may result in Escrow Holder's or its affiliates being provided with an array of bank 
services, accommodations or other benefits by the depository institution. Escrow Holder or its affiliates 
also may elect to enter into other business transactions with or obtain loans for investment or other 
purposes from the depository instiutlon. All such services, accommodations and other benefits shall 
accrue to Escrow Holder or its affiliates, and Escrow Holder or its affillates shall have no obligation to 
account to the parties to the escrow for the value of such services, accommodations or other benefits. 

DISBURSEMENT & RECORDING. Buyer and Seller instruct Escrow Agent to pay from funds deposited 
into escrow all amounts necessary to procure documents and all other charges or obligations necessary to 
consummate this transaction, in accordance with these instructions and the Settlement Statement. Escrow 
Agent is authorized to act upon any statement furnished to Escrow Agent by a lien holder or its agent, 
without liability or responsibility for the accuracy of the statement. When these instructions have been 
complied with and the insurer is willing to issue the requested title insurance policy and when Escrow 
Agent's fees and charges have been paid, Buyer and Seller instruct Escrow Agent to file, deliver, or record 
all documents. Disbursement of funds may be in the form of Escrow Agent's check. 

CLEARANCE OF FUNDS BY ESCROW AGENT, Escrow Agent is not liable for any loss or impairment of 
funds while those funds are in the course of collection or while those funds are on deposit in a financial 
institution if such loss or impairment results from the failure, insolvency or suspension of such financial 
institution. Notwithstanding any provislons of applicable law, and In Escrow Agent's sole discretion, Escrow 
Agent is not obligated to disburse any funds represented by check or draft until Escrow Agent Is advised by 
the financial institution in which the check or draft is deposited that such check or draft has been honored. 

PRORATIONS & ADJUSTMENTS. Prorations will be calculated on the basis of a 30-day month. All items 
to be prorated have been submitted to escrow and Buyer and Seller agree to hold Escrow Agent harmless 
as to any items or information not submitted to escrow for proration calculation. Real estate taxes are 
prorated on the basis of the current year if the taxes for the current year are available on the business day 
preceding the close of escrow through the real estate tax reporting service used by Escrow Agent or if the 
parties have delivered to Escrow Agent on or before the business day preceding the close of escrow a copy 
of the current tax bill issued by the county Treasurer. Escrow Agent is not liable or responsible for making 
an adjustment in the escrow settlement if the taxing authority, after the dose of escrow, determines that 
addttional taxes are due. 

3. 

4. 

5. 

Termsand Conditions 
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TERMS AND CONDITIONS OF ESCROW 
(Continued) 

6. INSURANCE OTHER THAN TITLE. Escrow Agent has no responsibility to procure, renew, or otherwise 
keep in force any flood insurance or other policies of insurance. if instructed, Escrow Agent is authorized 
to execute on behalf of Buyer or Seiier form assignments of, or to order changes to, any insurance other 
than title insurance and to forward policies to the insurer's agent with a request that the insurer consent to a 
transfer, attach a loss payable clause or other endorsement or make any other additions or corrections that 
may be required and that the insurer's agent return the policies to the parties entitled to them. Buyer and 
Seller are responsible to pay premiums; maintain insurance In full force and effect; renew, transfer, assign 
or properly endorse policies of insurance; cancel or terminate policies; and determine that the types and 
amounts of insurance coverage are appropriate or sufficient. Escrow Agent may rely on the insurance 
information furnished by Buyer or Seller or their agents, and is not liable for any inaccuracy of such 
information and is not obligated to inquire into the accuracy or sufficiency of such information. 

INDEMNITY. Buyer and Seller will pay ail costs, damages, attorneys' fees, costs, expenses and liabilities 
that Escrow Agent may incur or sustain in connection with these instructions, the escrow or any court action 
or dispute resolution procedure arising from these instructions or the escrow, including without limitation 
any legal action to enforce collection of its fees, costs or charges, unless caused by the bad faith, willful 
misconduct or gross negligence of Escrow Agent. 

ESCROW AGENTS LIEN. Buyer and Seller grant Escrow Agent a lien on all property and funds deposited 
into escrow. Buyer and Seller hereby authorize Escrow Agent to reimburse itself for its fees, charges and 
all damages or expenses it may incur in connection with the escrow and the performance of Escrow 
Agent's duties, Including without limitations costs, damages and attorneys' fees. 

AFFIDAVIT OF REAL PROPERTY VALUE. Escrow Agent is instructed to execute and file on behalf of 
Buyer and Seller the affidavit required by Arizona Revised Statutes Section 11-1 133, using the sales price 
as the total consideration if at the time of filing the affidavit has not been executed by the parties. 

PROFESSIONAL ADVICE. Buyer and Seller acknowledge that Escrow Agent has not given and will not be 
requested or expected to give financial, tax, or legal advice; to give advice as to the type or form of any 
instrument to be used in connection with this escrow; to review any documents deposited into escrow to 
determine their legality or sufficiency: to explain the meaning or legal consequences of any document; to 
make any inquiry of any nature concerning the financial condition of any party or entity; to opine as to the 
value or condition of the real or personal property; to assist in negotiating or structuring of the transaction; 
to verify square footage; or to determine possessory rights. As a convenience for Buyer and Seller, 
Escrow Agent may make available certain standard forms of instruments that are commonly used in 
Arizona but does not, and will not, recommend or select a particular form and will not complete, fi l l  in or 
alter any form unless specifically instructed to do so by the parties, their attorneys, representatives or 
agents, who will designate the specific information to be inserted on the form or other specific source of 
such information. 

7. 

8. 

9. 

I O .  

Terms andconditions 
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TERMS AND CONDITIONS OF ESCROW 
(Continued) 

11. EXCLUDED MATTERS, Unless agreed to specifically in writing by Escrow Agent, Escrow Agent will not 
investigate and assumes no liability for unrecorded liens, including without limitation mechanics' liens; 
proposed improvement district liens or assessments; homeowner's association liens; personal property 
taxes or transfer of personal property; utility charges or deposits; boundary lines or location or condition of 
improvements; square footage; possessory rights, including without limitation delivery of possession; 
transfer of utilities; compliance with limitations on the use of property, including without limitation building 
or zoning ordinances or restrictions; taxes or assessments that are not shown as existing liens by the 
records of any taxing authority that levies taxes or assessments on real property as of the closing of this 
escrow or which were not disclosed to Escrow Agent; reservations or exceptions in patents; transfers or 
filings of water rights or water rights applications; treatment or investigation of wood infestation; usury in 
any loan involved in the escrow; the availability of or charges for water, power, or waste collection; 
compliance with or violation of any environmental law; the legal or tax consequences of vesting; and the 
sufficiency or correctness as to form or manner of execution of any document deposited by the Buyer or 
Seller, their agents or any lender, or the identity, authority or right of any person executing documents. 

RESIGNATION. Escrow Agent may resign upon written notice to Buyer and Seller. If Escrow Agent 
resigns, all funds, less Escrow Agent's charges, and all documents held by Escrow Agent will be returned to 
the party that deposited them into escrow and Escrow Agent will have no liability under these instructions. 

JURISDICTION, VENUE, CHOICE OF LAW. Any litigatlon or arbitration arising out of this escrow that 
involves Escrow Agent will be filed and maintained in the county in which the real property that is the 
subject of this escrow is located. The prevailing party or parties in any litigation or arbitration proceeding 
including Escrow Agent will be awarded, in addition to any other available remedy, all expenses, fees and 
costs, including expert witness fees, and all reasonable attorneys' fees incurred by the prevailing party or 
parties. The award of costs, fees, expenses, and attorneys' fees will be determined by the court or 
arbitrator, and not by a jury. Arizona law will govern all of the terms and provisions of these instructions 
and the escrow. 

NOTICE. Buyer and Seller agree that all notices delivered to any party or to Escrow Agent in accordance 
with the contract between Buyer and Seller will be delivered to ail parties and to Escrow Agent to constitute 
effective notice under the contract. 

CANCELLATION. Except as otherwise provided in these instructions, any party who wishes to cancel 
these instructions because of any material breach by another party, and who is not in material breach 
except as occasioned by a material breach by the other party, may cancel these instructions by delivering 
written notice of cancellation to both the breaching party and to the Escrow Agent stating the nature of the 
breach. Cancellation will become effective immediately upon delivery of the written notice of cancellation 
to both the breaching party and the Escrow Agent. In the event of a dispute between Seller and Buyer 
regarding earnest money deposited in escrow, Seller and Buyer authorize Escrow Agent to release the 
earnest money pursuant to the terms and conditions of these instructions. Seller and Buyer specifically 
authorize Escrow Agent to act in its sole and absolute discretion in the release of earnest money. Seller 
and Buyer agree to hold harmless and indemnify Escrow Agent against any claim, action or lawsuit of any 
kind, and from any loss, judgment, or expense, including costs and attorneys' fees, arising from or relating 
in any way to the release of earnest money. Notwithstanding any other provision in these instructions, 
Escrow Agent may at its election and in its sole discretion in the event of any conflicting demands made 
upon it concerning these instructions or this escrow, hold any money and documents deposited in escrow 
until it receives mutual instructions by all parties or until a civil action has been concluded in a court of 
competent jurisdiction determining the rights of the parties. In the alternative, Escrow Agent may at any 
time at its discretion commence a civil action to interplead any conflicting demands to a court of competent 
jurisdiction and will be entitled to deduct its costs and attorneys' fees from funds deposited in connection 
this Interpleader action. 

12. 

13. 

14. 

15. 

Terms and Conditions 
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TERMS AND CONDITIONS OF ESCROW 
(Continued) 

16. 

17. 

18. 

19. 

20. 

21. 

22. 

23. 

24. 

FAILURE OF PARTIES TO ACT, If Escrow Agent is presented with conflicting demands as to any funds or 
documents on deposit when the escrow is cancelled by either of the parties and the parties cannot agree as 
to their disposition and no legal action to resolve the conflict has been commenced within one year from 
the date Escrow Agent notified the parties of the conflicting demands, Escrow Agent will return without 
further notice the funds and the documents to the party who deposited them, after deducting all charges, 
and Escrow Agent will have no further duty or liability in connection with the funds, the documents or the 
escrow. If the parties have taken no action within 6 months after the date set to close escrow, as extended 
from time to time in writing, Escrow Agent may as its discretion terminate the escrow and return all 
documents and funds to the parties who deposited them or for whose benefit or credit they were deposited. 

REAL ESTATE COMMISSIONS. Upon cancellation of these instructions, if commissions are claimed to 
be due from Seller or Buyer to any licensed Real Estate Broker, and if the Broker has deposited in escrow 
a written commission agreement or commission authorization executed by a party to this escrow, Escrow 
Agent is authorized to disburse funds in accordance with the agreement or authorization. The party 
obligated to pay the commission will not acquiesce in or agree to any mutual cancellation of these 
instructions without the written approval of the Real Estate Broker. 

INSPECTIONS, CONTINGENCIES, CONDITIONS, AND REPAIRS. All inspections, contingencies, 
conditions, or repairs, if any, have been met, satisfied, waived, and paid for directly outside of escrow. 
Buyer and Seller agree to indemnify and hold Escrow Agent harmless from any liability whatsoever 
regarding inspections or repairs, or any payment or performance to be handled outside of escrow. 

APPROVALS. Buyer and Seller instruct Escrow Agent to record and disburse upon receipt of all signatures 
and funds in escrow. Buyer and Seller have reviewed and approved the Settlement Statement dated on or 
about close of escrow. To the best of their knowledge and belief, it is a true and accurate statement of all 
authorized receipts and disbursements made on their account or by them in connection with thls escrow. 
Buyer has received and reviewed the Commitment for Title Insurance and Buyer acknowledges Buyer's 
approval and acceptance of all matters set forth therein. 

If this escrow sale transaction and the contract states that the escrow fee andlor recording fee@) andlor 
recording service fee shall be allocated in the usual or customary manner, Buyer and Seller acknowledge 
that said charges shall be paid one-half by Buyer and one-half by Seller. If the contract does not state how 
escrow fee andlor recording fee(s) andlor recording service fee shall be paid, then Buyer and Seller 
acknowledge that said charges shall be paid one-half by Buyer and one-half by Seller. In either case, the 
party requesting or benefiting from additional services including but not limited to overnight delivery, 
courier services, wiring charges, e-mail document fees, payoff tracking fees, signing fees, etc. shall pay for 
such services if and as incurred. In circumstances where the buyer is obtaining a new VA loan, the seller 
shall pay the entire escrow fee. 

COMPLIANCE WITH LAW. Seller represents and warrants to Escrow Agent that Seller has cornplied with 
all applicable federal, state, and local laws and regulations relating to the subdivision, lot split, or sale of 
real property and will pay all costs, damages, attorneys' fees, expenses and liabilities that Escrow Agent 
may incur or sustain in connection with any breach by Seller of thls representation and warranty. 

COPIES TO REAL ESTATE AGENTS OR LENDERS. Escrow Agent is authorized to furnish copies of any 
documents or papers to the parties' designated real estate agents or lenders. The parties designate their 
real estate agents as their duly-authorized agents for the purpose of accepting on their behalf documents 
or notices Intended for delivery to the parties. 

DWELLING DEFECTS. BuyerlBorrower is referred to the provisions of Arizona Revised Statutes Sections 
12-1 361 through 12-1 366 regarding any claim arising out of or relating to the design, construction, 
condition or sale of any dwelling on the property. 

NOTICE OF CLOSING PROTECTION. Pursuant to ARS 56-641.02, Buyers and Sellers of a residential 

Terms and Conditions 
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TERMS AND CONDITIONS OF ESCROW 
(Continued) 

dwelling are hereby notified that the title insurer may offer a closing protection letter that provides 
protection for the loss of escrow monies due to fraud or dishonesty of the escrow agent. For purposes of 
this notice, "residential dwelling" means an owner occupied structure or an investment property that is 
designed for residential use by four or fewer families. 

25. NOTICE OF PURCHASER DWELLING ACTION. Pursuant to A.R.S. §12-1363(L), Escrow Agent hereby 
gives Buyer notice of the provisions of A.R.S. $1 2-1 361, 12-1 362 and 12-1 363 regarding "Purchaser 
Dwelling Actions." Buyer is advised to consult with Buyer's own advisors regarding these statutes. Escrow 
agent makes no representations regarding the applicability or effect of these statutes. Copies of the 
Statutes are available at http://www.azleg.state.az.us/ArizonaRevisedS~lutes.asp 

NOTICE OF RIGHT TO EARN INTEREST. Pursuant to ARS $6-834(D), notice is hereby given of the right 
lo earn interest on escrowed funds. An interest bearing account may be opened on your behalf, as follows: 

1. 

2. 

3. 

26. 

You must ask your Escrow Agent to set-up and interest bearing account on your behalf. 

You agree to pay the escrow service charge in the amount of $50.00 for establishing such an 
account. 

To establish an interest bearing account, ask for an "Interest Bearing Account Authorization". You 
may also be asked to complete an IRS Form W9 and/or provide your U.S. Taxpayer Identification 
Number as may be required by the depository to establish such an account. Any forms requested 
must be completed and returned to your Escrow Agent before such an account can be opened with 
the depository. 

You may contact your Escrow Agent at Security Title Agency, 8130 E. Cactus Rd., Ste. 520, 
Scottsdale, AZ 85260, (602)953-4818, fax:(602)953-4819. 

As an example, the estimated amount of interest you may earn on a deposit of $1,000 for a 30 day 
period at an estimated savings account interest rate of 2% per annum is $1 -67. Interest earned is 
dependant upon the amount of the deposit, the time of deposit and prevailing interest rate at the 
time. 

4. 

27. NOTICE OF UNINSURED MONIES: Pursuant to A.R.S. $6-841.03, Notice is hereby given that the monies 
deposited into an escrow account are not insured against loss from fraud or theft by the State of Arizona or 
the United States government. However, escrowed funds are deposited with depositories that are insured 
by the Federal Deposit Insurance Corporation (FDIC). 

CERTIFICATION. Buyer and Seller have read and understand these instructions and all instruments 
bearing their signature or bestowing a benefit upon them, including without limitation any promissory note 
in their favor, and understand that their signatures signify their approval of the contents of these 
instructions and any such instruments. Buyer and Seller acknowledge that they have been advised of their 
right to seek independent advice before signing these instructions and any instruments and were given the 
opportunity to ask questions of the Escrow Officer about these instructions and the Settlement Statement. 
Buyer and Seller understand that Escrow Agent is relying upon this certification in closing the escrow, and 
agree that Escrow Agent will continue to act pursuant to these instructions until served with a written notice 
of cancellation of these instructions, signed by both Buyer and Seller. 

28. 

THE 1031 EXCHANGE EXPERTS, LLC, 
QUALIFIED QI FOR JAMES PATRICK 
BARNES, EXCHANGER 
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TERMS AND CONDITIONS OF ESCROW 
(Continued) 
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Writing the Book on 1031 Exchanges 

May 13,2009 

Tanya Daly 
Security Title Agency 

Re: James Patrick Barnes (“Exclianger”) 

MODIFICATIONS TO THE CLOSING STATEMENT 
Plensc fax or email n copy of the closing stcrternent to our ojJcefor review prior to closing. 

e BUYER “The 103 1 Exchange Expeizs, LLC, Qualified Interniediary (or QI) for 
James Patrick Barnes, Exchanger”. 

e LINE 1TEM:Please label funds to be transferred from this office as “Exchange 
proceeds transferred from The 103 1 Exchange Experts, LLC”. 
SIGNATURE LINES: Please prepare signature lines for “The 103 1 Exchange 
Experts, LLC” as “Buyer” and for James Patrick Barnes to sign as “Exchanger”. 

Our Exchange Agreement calls for direct deeding. Please transfer title directly from 
Patricia M. Beauvais, Trustee of the ”C aid P” Beauvais Bypass Trust, created April 1, 
1997 to James Patrick Barnes. 

Please forward a copy of the settlement stateinelit for our review at your earliest 
convenience. 

DOCUMENTS THAT REQUIRE ATTENTION: 
PIease relurn /he signature pagesfor these clocicments via fax or email a ! e r  closing. 

Assigninent of Real Estate Purchase & Sale Agreement for Exchange Property 
Notice of Assignment of Real Estate Piwchase & Sale Agreement 
Final, fiilly executed closing statement 

* 

If you have my questions, please do not hesitate to contact our office. 

Sincerely /pj$ 

N a i l o n w i d e ,  t o l l - f r e e :  
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Saenz-Daly, Tanya 
~ ~ ____ ~~~ 

From: Andrea Rubano [andrea@expertlO31 .corn] 

Sent: 
To: Saenz-Daly, Tanya 

Wednesday, May 13,2009 1 1 :I2 AM 

Patrick Barnes) 
cc: 
Subject: 
Attachments: Exchange Docs.pdf 

Andrea Ruban0 
103 1 Exchange Experts, LLC 
303-694-0204 
Fax: 303-694-0205 
Nationwide. toll-free: .866-694-0204 

Tanya, 

Attached are the exchange documents for James Patrick Barnes' purchase of 
Please send us a copy of the Settlement Statement, for our review and approval, at your earliest 
convenience. 

Patrick Barnes closes on his sale property this Friday, and his exchange proceeds will be wired to you 
directly from Chicago Title. Once I see a Settlement Statement from that closing, I'll let you know the 
exact amount of exchange proceeds you'll be receiving. 

Thanks, 

.I' 

Andrea 
103 1 Exchange Experts, LLC 

PLEASE NOTE OUR NEWADDRESS EFFECTlVE APRIL 15,2009: 

5600 GREENWOOD PLAZA BLVD., SUlTE 200, GREENWOOD VILLAGE, CO 80111 

5600 Greenwood Plaza Blvd., Suite 200 I Greenwood Village I CO I 801 11 

If at any time you feel tluit you w e  not receivhg truly outstanding customer seivice from me, please conpact the owner, 

5/13/2009 
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Writing the Book on 1031 Exchanges 

NOTICE OF ASSIGNMENT 
OF REAL PROPERTY 

PURCHASE AND SALE AGREEMENT 

May 13,2009 

RE: Assignment of Real Property Pmcliase and Sale Agreement 

Patricia: 

This letter is to inforni you that James Patrick Barnes ("Exchanger") has assigned 
all of Exchanger's rights but not its obligations, as the purchaser iinder that certaiii 
Purchase and Sale Agreement by and between Exchanger, as ~~urchaser, and Patricia M. 
Beauvais, Tiustee of the "C and D" Beauvais Bypass Trust, created April 1 ,  1997, as 
seller, to The 1031 Exchange Experts, LLC in order to facilitate a like-kind exchange 
pilrsuant to Section 103 1 of the Internal Revenue Code of 1986, as mended. 

THE 1031 )ZXCI&ANGE EXPERTS, LLC 

Bridget Q k d t ,  Exchange Consultaiit 

ACKNOWLEDGED BY: 

1 HEREBY CERTIFY that 1 deiivered a copy of this Notice of Assignment to 
Patricia M. Beaiivais, the "C and P" Beauvais Bypass Trust, created 
April 1 , 1997 on .?'efpr4 ,2009. 

ACC009152 
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Writing the Book on 1031 Exchanges 

ASSIGNMENT OF 
REAL PROPERTY PURCHASE I% SALE AGREEMENT 

FOR EXCHANGE PROPERTY 

THIS ASSIGNMENT is entered into, by md between The 103 1 Exchange 
Experts, LLC rExperts”) and James Patrick B m e s  (“Exchanger”). 

WCJTALS I 
WHEREAS Exchanger, as purchaser, and Petrjcia M. Beawais, Trustee of the “C 

and I”’ Beauvais Bypass Trust, created April 1, 1997 (“Seller”), as seller, entered into a 
certain purchase and sale agreement (“Purchase Agreement”) concerning certain real 
property more pc?rticulnrly described in the Purchase Agreement (the “Replacement 
Property”); 

WHEREAS Expel% and Exchanger have entered into an Exchange Ageement, in 
which Experts has agreed to acquire the Replacement Property and transfer sanie to 
Exchanger as part of an integrated, inte~dependent transaction which qualifies as a like- 
kind exchange in accordance with Section 103 1 of the Internal Revenue Code of 1986, as 
amended; 

WHEREAS Seller agreed in the ternis of the Purchase Agreenient to reasonably 
cooperate with Exchmger as necessary to enable Exchanger to complete a like-kind 
exchange; 

WHEREAS Exchanger wishes to assign its interest i n  the Purchase Agreement to 
Experts, and Experts has agreed to accept such assigiunent, on the terms and conditions 
contained herein, and in accordaiice DS the term md conditions of the Exchange 
Agreeinen t. 

AGliEEMENT 

NOW, TI-IEREFORE, for good and valuable consideration, the receipt and 
sufficiency of which is hereby acknowledged, the parties to this Assign~iient agree: 

ACC009153 
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1. Exchanger hereby assigns, transfers. and conveys to Experts all of 
Exchanger’s rights, but not its obligations, under the Purchase Agreement, including any 
security deposit paid in connection with the Purcliase Agreement. All obligatioils, 
representations, and warranties of Exchanger to Seller shall remain unmodified and 
survive this Assignment: 

2. The assignment described in paragraph 1 above shall be subject to the 
following conditions: (a) Experts shall direct Seller to convey the Replacement Propeity 
directly by deed from Seller to Exchanger; (b) Experts shall pay directly to Seller the net 
proceeds due to Seller under the terms of the Purchase Agreement, and in accordance 
with funds transfer illstructions received by Experts in coiinection with the closing of 
escrow of the Relinquished Property; (c) Exchanger’s comp 1 iarice with tlie ternis and 
conditions of the Exchange Agreement; and (d) Exchanger’s review and approval of any 
documents related to the transfer of the Replacement Property, including all closing 
documents. 

3. This Assignment may be executed in any nuniber of counterparts, and 
each shall be considered an oiigiiial and together shall coiistitute one agreement. 

IN WITNESS WHEREOF, tlie parties have executed this assignment as their free 
and voluntary act and deed, on the date indicated by each signature. 

THE 1031 EXCHANGE EXPERTS. LLC EXCHANGER 

5 - 13-09 5- /9-2009 
Date Date 

ACC009154 
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- Saenz-Daly, Tanya 

From: Andrea Rubano [andrea@expertl031 .corn] 

Sent: 
To: Saenz-Daly, Tanya 

- 

Tuesday, May 19,2009 8:42 AM 

Subject: RE: SETTLEMENT SEITLEMENT FORI- 

Attachments: Settlement Statement-pdf 

103 1 Exchange Experts, LLC 

Fax: 303-694-0205 
Nationwide. toll-free: 866-694-0204 

3 03 -694-0204 

Tanya, 

Looks good. I made one small change, I added "as QI for James Patrick Barnes" as the "Buyer". Just as 
reminder, our name is not on the title, title passes directly from the seller to James Patrick Barnes. 

Thanks, 

Ldrea Rub= 
103 1 Exchange Experts, LLC 

PLEASE NOTE OUR NEWADDRESS EFFECTIVEAPRIL 15, 2009: 
5600 GREENWOOD PLAZA BLVD., SUITE ZOO, GREENWOOD VILLAGE, CO 80171 

5600 Greenwood Plaza Blvd., Suite 200 J Greenwood Village 1 CO I 801 1 1 

Il'at any lime you feel that you are not receiving ~ u l y  outstanding customer service froin me, plcase contact the owner, 
Debby Gormm, at 303-694-0204, 

From: Saenz-Daly, Tanya [mailto:tdaly@secun'lytitle.com] 
Sent: Tuesday, May 19,2009 9:07 AM 
To: kathyismyrealtor@cox.net; Andrea 
Subject: SElTLEMENT SETTLEMENT FOR 

Good Morning Ladies, 
ACC009155 
SCHMERMAN 

FILEMI45 

Attached is the cash settlement statement for Palmcroft Way. The seller is signing today at apm and 
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SECURITY TITLE AGENCY 
8130 E. Cactus Rd., Ste. 520, Scottsdale, AZ 85260 

(602)953-4618 FAX (602)953-4819 

TO: Security Title Agency 
81 30 E. Cactus Rd., Ste. 520 
Scottsdale, AZ 85260 

Date: May 19,2009 
Escrow No.: ST09008204-ST54 
Borrower: THE 1031 EXCHANGE EXPERTS, 
LLC AS QI FOR JAMES PATRICK BARNES, 
EXCHANGER 
Seller: THE "C ANI) P" BEAUVAIS BYPASS 
TRUST, CREATED APRIL 1,1997 

BROKER'S DEMAND 
The total commission under the above escrow is 5.0000% = $19,950.00 to be disbursed as follows: 

TO: REALTY EXECUTIVES $7,980.00 

TO: 1ST USA REALTY $11,970.00 

PLEASE RETURN THIS FORM TO ESCROW .... THANK YOU. 

APPROVED BY: 
Listing Broker Selling Broker 

Designated Broker Designated Broker 

TRUSTEE 

Demand (Broker) 
FDAZOZ9O.rrtW 
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MAY/19/2009/TUE 03: 12 PM 1st USA Realty FAX No. 480 222 3097 P. 001/001 

I S T  USA REALTY PROFESSIONALS 
2600 S. POWER RD STE. I16 

MESA AZ 86209 
Phone: (480)881-3200 Fax: (480)669-8257 

Commission Disbursement Authorization 

To: SECURITY TITLE 

,a 
Attn:TANYA DALY 

Printed: May 19, 2009 
Phone R (602)453-4818 

F ~ x  R (602)294-8445 
Escrow R 

This will sewe to authorize and dlrect the escrow company to disburse 
from the closing of the escrow numbered above as follows: 

Seller: TRUSTEE FOR THE ESTATE OF PATRICIA BEAUYAIS Buyer JAMES PATRICK BARNES 

Our File #: 51020122-A 

Property A Q ~ ~ S :  :- 

Sell Price $399,000.00 SoM Date: May 04,2009 cbse ~ate: May 26,2M)9 

n+*n* Please dlsburse funds as follows -* 
Our Agent KATHLEEN WRIGHT $1 1,570.00 

1ST Us9 REALTY PROFESSIONALS $400.00 

Total Disbursements $11,970.00 
""*COMPLETE"".."".*" 

EFFECTIVE FEBRUARY 1,2009 

1ST USA REALTY PROFESSIONALS, COMMISSION CHECKS WILL BE CUT DIRECTLY FROM TITLE. MAKE OUT CHECKS TO 
AGENTS IN THlER NAMES. SEND 1ST USA REALTY PROFESSIONALS PORTION TO US AT 2500 S POWER RD #116, MESA, AZ 
85209. 

ALL DIRECT CUT INSTRUCTIONS FOR 1STUSA REALTY PROFESSTIONALS AGENTS WHICH ARE NOT COMPLETE, WILL BE 
CLEARLY MARKED WITH AN "INCOMPLETE" WATERMARK. 

FOR INSTUCTIONS MARKED 'INCOMPLETE", PLEASE CUT A CHECK FOR THE AGENT, FOR IST USA REALTY PROFESSIONALS 
FEES, AND FORWARD BOTH CHECKS DIRECTLY TO THE CORPORATE OFFICE AT 2500 S. POWER RD STE. 116 MESA, AZ 
85209 FOR DISBURSEMENT AFTER THE AOENT HAS COMPLFTED ALL PAPERWORK REQUIREMENTS. 

INSTRUCTIONS THAT DO NOT CONTAIN A WATERMARK IS CONSIDERED COMPLETE, AND MAY BE DISBURSED DIRECTLY TO 
THE AGENTFROM TITLE, LESS ANY FEES FOR CENTURY 21 PREMIER. 

ANY CHANGES THAT NEED TO BE MADETOTHE CLOSE OF ESCROW, SALES PRICE, OR COMMISSION AMOUNT PLEASE 
CONTACT MONICA CONLEY AT MCONLEY@lSTUSAREALW.COM OR KRISTIN WHITE AT 
KRISTIN WHlTE@l STUSAREALN.COM. 

THANK YOU1 

ACC009157 
SCHMERMAN 
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1NSTRUCTlONS FOR DISBURSEMENT OF ESCROW PROCEEDS 
All information must be provided to facilitate disbursement of the proceeds as requested. 

To: Security Title Agency Date: May 19, 2009 
Escrow No.: ST09008204ST54 

Escrow Agent is directed to deposit funds on behalf of the undersigned as follows (choose one): 

0 
0 
0 

lMle will nlck UD mv/our check at your office. 

IMle authorize 

Send your title company check as follows (choose one): 

( ) Overnight Delivery OR ( ) US Mail 
( ) Residence ( ) Business Address' 

'Name of Business 

to pick UD mvlour check. 

Provide name of business if sent to a business address 

Street Address 

City, State, Zip 

Phone Number for air bill: 

Street Address 

City, State, Zip 

A.B.A. Routing N 

Account No. . . -  

Name as shown on account 
F 

@-r ' 
Account must be in the name of person(s) entiled to proceeds. 

W e  understand and agree that any deposit may not be completed for up to 2 business days after recordation. 
W e  acknowledge that any deposit may not be made in the event problems arise beyond the control of Escrow 
Agent resulting in a delay in the remittance or receipt of such deposit. Escrow Agent assumes no liability, direct 
or indirect for special or consequential damages, expenses or costs resulting from any action or failure of the 
above depository to process any deposit. 
l W e  agree to pay wire fees, courier fees or overnight delivery fees in the amount of $ as may be incurred, which 
may be deducted from the amount due rnelus. 

All proceeds will be made payable to the seller or borrower as title is held. 
from the above escrow must sign this fom, 

unless in writing by all of the undersigned parties. 

Signature 

Street Address 

Day Phone: Evening Phone: 

Email: 
lnshvclons (Disbursement of Esmw Proceeds) 7/24/05; Rev. 5/25/07 
FDAZ0365.rdw 
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AMEAlCAN 
HOME SHIELD" ESCROW INVOICE 

AttenUon Cb lng  Company Age1 
L P =  

Closing Company: 

SECURIW TITLE 
8130 E CACTUS RD, STE 520 
SCOTT-SDALE, At 65260-1617 

Closing ~ g e L  YOCANDA AGUILAR 
~~ ~~ 

Closing Flle I: ST09008204 
Expected Date of Close: 05120/2WO 
Buyer Name: JAMS PAtRlCK EARNS 
Prouertv Address: 

Dwelling Type: 
Single FanJly Residence under 5,000 6q.H. 

7 _I_- 

Wake check payable to; 
Amerlcan Home Shield 
P.O. Box 2803 
Memphnr, lN 38101-2803 

Wnte thls number on cheek: 20874934 
--I.-- -_-_ -. - ~ -- _ _ -  

YOLANDA AGUILAR 

Real Estate Compwy: 
FSBO NEVADA 
PO BOX 849 ' 

CARROLL, IA 51401-0849 

P + - . . - - - - . - r . - . . - P 9 C j r =  - 

Agent! 

IMPORTANT INFORMATION FOR THE CLOSING COMPANY 
(Please provide a copy of this document to the buyer) 

BaeidCore Coverage: W26.00 
Optional Coverage: $160.00 

Total: $585.00 

- 

For Sales call: 1-800-SEL-HOME (1-800-7354683) 

Wekonw to the American Home Shleki familyl We are pleased to offer Home Warranty coverage for one of your 
most valuable 885818. your home. 

Should you need service at anytime visit yww.ahsr%rvico.com or call 1-800-7764663 24 hours a day to 
request rewlse. Your contract number is: 20674B34 

The attached dowment wil provide you with a quick summery of h e  home warranty coverege on your new home anc 
how to acce68 service should pu need it prior to the delivery of your full contract package. Your contract package wi 
be delivered in the next couple of weeb and will contain all the details ot your caverage. We look forward to providin! 
you tho quality of servim our mlomrs have come to expect from us for over 35 years. 

1-800-SEL-HOME (1-800-735-4863) 

ACC009159 
SCHMERMAN 
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B 
B 
B 
8 
B 
e 
B 
B 
B 
B 
B 
B 
B 
"....I ,...... .- 

Optlonel Covetwes: 
PCSCflptbn Gustomor 4ly. P h o  

SERVICEPLW PACKAGE E AH Incl. 
B 
B 
B 
B 
0 
B 
B 
B 
B 

B 
B 
B 
B 
B 
B 

B 

E 
B 

B 
Q 

B 

B 
B 
B 

8 

B 
B 
B 
B 
B 
B 
B 
B 
B 
B 

A I  
AI 
A I  
A I  
AI 
M 
All 
All 
A I  

A I  
A I  
A# 
AR 
A l  
A l  

Au 

All 
AU 

AI1 
P.B 

All 

All 
An 
An 

Md. 

I Sl60.00 

ESCROW INVOICE 
__ 
GUILAR 

8 = Buyer Ooly; SIB - Seller and B U Y ~  
-- -- 

- 
BaedCore Coverage: $425.00 

Oprional Coverego: .- $160.00 - Total; $686.00 

Contract Number. 20674934 

I -7 --I"". 

For 8ebs call: 

For Service vkit or call; 
w . a h s s e w  

1-800-7784663 

Amnoan Home Shisld wlll no1 rainbursa for 
rawtar plcrormd WR~OUI R. pticapprovd. 

1-600-735-4683 

1 
1 

AdmhhIemd W. 

A#% 

ACC009160 
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I .  
CP Display 

A tax lien was sold on 2/9/2009 to CP Buyer N 
on the property described above for taxes.(2) 

Certificate of Purchase (C.P.) Number 070029C 
For Tax Year 2 

Interest Factor: 16.00% Redemption In1 
Redemption Fe 

C.P. Total 

Redemption payments must be made in certified fur 
ORDER or CA 

Full Red 
(1) A.R.S. 42-18153 
(2) A.R.S.42-18113, 18115 
(3) A.R.S. 42-181 18 

Page 1 of 

37 
r d 3 )  

$3,247.05 
$1 73.17 
$25.00 

$3,247.05 
$2 16.46 
$25.00 

s only: CASHIERS CHECK, CERTIFIED CHECK, MONEY 
H. No personal checks. 
nption Statement 

ACC009161 
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I 

I 

Page 1 of 1 
I 

Tax Due -1ParceI 111-08-093 1 

Select Tax Year: Selict payment date: 1- -"SUf%i 1 
'I'm Due if Paid Bv 5/1.9/2009 II 

I $3,3123 Total Due: 11 $1,593.3111 - 
Partial payments will be applied first to all in erest and fees due, with the remaining payment balance 

For payment terms and conditions, view bur taxes due section on frequently asked questions. 
applied i to the tax amount. 

WE DO NOT PROVIDE ARE PROCESSED 

Pay Ontine 1 
1 

! 

1 

ACC009162 ~ 
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SECURI’ 

COMMITMENT 

Ticor Tin 

Ticor Etle Insurance Company (“Company7, for a vdi, 
insurance, as identified in Schedule A, in favor of the F 
the estate or interest in the land described w referred 1 
compliance with the Requirements; all subject to the PI 
Commitment. 

This Commitment shall be effective on& when the iden 
committed for have been inserted in Schedule A by the 

All liability and obligation under this Commitment shall , 
policy or policies committed for shall issue. whichever 1 
not the fault of the Company. 

The Company will provide a sample of the policy form I 

IN WITNESS WEREOF, TICOR TITLE INSURANCE 
by its duly authorized officers on fhe date shown in Sct 

II 

Countersigned 

FDAZO243.rdw 

ACC009163 
SCHMERMAN 
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Y TITLE AGENCY 

TitleNo.: STk008204 

FOR TITLE INSURANCE 
Issued by 
Insurance Company 

ble consideration, commits to issue its policy or policies of title 
>posed insured named in Schedule A, as owner or mortgagee of 
in Schedule A, upon payment of the premiums and charges and 
visions of Schedules A and B and to the Conditions of this 

ty of the Proposed Insured and the amount of the policy or pollcies 
Zompany. 

sase and terminate 6 months after the Effective Date or when the 
st occurs. provided that the failure to issue the policy or policles is 

mn request. 

;OMPANY has caused its corporate name and seal to be affixed 
tdule A. 

TICOR TITLE INSURANCE COMPANY 

AllEST 

ALTA Cmmilment - 2008 

ST SCHMERMAN 000034 
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I 

SECURdY TITLE AGENCY 
7600 I$ 15th St, Suite 200 

Pyenix, AZ 85020 

~CHEDULE A 
Title Officer. Chris Ziegler I 

I 
Escrow Officer: Tanya Saenz-Daly 
Escrow No.: ST09008204-ST54 

I 

I 
1 
i 

1. Effective date: May 1,2009 at 07:30 A d  

2. 
I 

Policy or Policies to be issued: 
(a) Owner's Policy ( ALTA Owner's PoIi4y (06/17/2006) (Standard) ) 

Proposed Insured: 
JAMES PATRICK BARNES, a(n) j man 

Title No.: ST09008204 

Amount 
$399,000.00 

3. The estate or interest in the land described dr referred to in this Commitment is: 
A Fee I 

Title to the estate or interest in the land is atithe Effectlve Date vested in: 
Patricia M. Beauvais, Trustee of the "C ANC( P. BEAUVAIS BYPASS TRUST, created April 1,1997 

The land referred to in the Cornrnltrnent Is dftscribed as follows: 
SEE EXHIBIT "ONE" AlTACHED HERETOIAND MADE A PART HEREOF 

1 

4. 

5. 

I 

I 

Issuing Agent For Ticor Title Insurance Comp 

FDAZ0244.d~ 

'Y 
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Title No.: ST09008204 

SECURI cy TITLE AGENCY 
LEG& DESCRIPTION 

E ' HIBIT "ONE T I 

THE LAND REFERRED TO HEREIN BELOW IS SITUATED IN THE COUNTY OF MARICOPA, STATE OF 
ARIZONA AND IS DESCRIBED AS FOLLOWS: I 
Lot 237, PALMCROFT, accordlng to Book 19 of Mkps, page 32, records of Maricopa County, Arizona. 

1 

I 

FDAZO245.rdw ALTA Commitment - 2006 
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Title No.: ST09008204 
I 

SECURltY TITLE AGENCY 
SCHE+LE B - SECTION I 

RE~UIREMENTS 

1. 

2. 

3. 

Pay the agreed amounts for the Interest in the Land andlor the mortgage to be insured. 

Pay us the premiums, fees and charges for @e policy. 

Documents satisfactory to us creating the inkest in the Land and/or the mortgage to be insured must be 

You must tell us in writing the name of anyo e not referred to in this commitment who will get an interest in 
the Land or who Will make a loan on the La . We may then make additional requirements or exceptions. 

signed, delivered and recorded. 

Pay the delinquent property taxes including Interest, fees, and costs for the year(s) shown below: 

Year(s): 20071 

i 
p$ APN: Certificate of Purchase No: 07002901 111-08-093 

year 2008 plus interest and penalties, if any. 

eeds of Trust of record. If you should have 
le Department immediately for further 

! 

- Furnish fQr.pCOrdatiOn an 
Trug referfed tti blow ha 
anddisClosing name(s) of 

TRUST, created April 1, 1997 
I 

, I 

requested documentation. 

Certiflcate for Patricia M. Beawais, deceased. 

11. Furnish for recordation a deed as set forth bblow: 

Type of deed: 

AND P" BEAUVAlS BYPASS TRUST, date April 1.1997 
Grantor( s): 

Grantee( s): 

This b e d  must contain the disclosure of th names and addresses of the beneficiaries of said trust in 

W arhnty Deed -r-- JAM S PATRICK BARNES, a(n) 

, SUCCESSOR TRUSTEE(S) of the "C 

man 

compliance with ARS 33 404. i 
I 
i 

FDAZO246.rdw ALTA Commitment - 2w6 
i 
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SCHEDI 

12. Tax Note: 

Year: 2008 
Tax Parcel No: 111- 
First Installment Amount: $1,7 
Second Installment Amount: $ 1 3  

13. Note: Property address is purported to be ki 
14. Note: There are NO conveyances affectin 

report. 

15. Note: Pursuant to Arizona Revised Statu 
may not accept documents for recording Ihc 

(a) Print must be ten-point type or larger. 

(b) Margins of at least one-half inch aionj 
page which must be at least two inches for I 
clear of ail information inciuding but not lirn 

(c) Each instrument shall be no larger thi 
16. Note: Any documents being executed in cc 

of an authorized Company employee, an ai 
insured lender, or by using Bancserv or othc 
cannot be met, please Cali the Company at 

17. Note: The policy of title insurance will inc 
demand arbitration. Arbitrable matters may 
between the Company and the insured arisi 
in connection with its issuance or the breacl 
escrow or title officer for a sample copy oft 
provisions and any other provisions pertaini 

END OF SC 

FDAZW46.rdw 

I 
ACC009167 ~ 
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Title No.: ST09008204 
ILE B - SECTION I 
(Continued) 

18-093 
9.10 
3.31 

own as: 181 1 N. Palmcroft Way, Phoenix, AZ, 85007 

I said Land recorded within 24 months of the date of this 

?s 11-480, effective January 1,1991, the County Recorder 
t do not comply with the following: 

all sides, including top and bottom, except the top of the first 
?cording and return address information. The margin must be 
ed to, notaries, signatures, page numbers. 

I 8 - 1/2 inches in width and 14 inches in length. 

njunction with this transaction must be signed in the presence 
.horized employee of an agent, an authorized employee of the 
r approved third-party service. tf the above requirement 
he number provided in this report. 

ude an arbitration provision. The Company or the insured may 
include, but are not limlted to, any controversy or claim 
ig out of or relating to this policy, any service of the Company 
of a policy provision or other obligation. Please ask your 
e poiicy to be issued if you wish to review the arbitration 
ig to your Title Insurance coverage. 

HEDULE B - SECTION I 

ALTA C o m m i l m t  - 2008 
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Title No.: ST09008204 

SECURITY TITLE AGENCY 
SCHEDULE B - SECTION, II 

EXCEPTIONS 
Schedule B of the policy or policies to be issued will contain exceptions to the following matters unless the same 
are disposed of to the satisfaction of the Company: 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

Defects, liens, encumbrances, adverse claims or other matters, if any, created, flrst appearing in the public 
records or attachlng subsequent to the Effective Date but prior to the date the Proposed insured acquires 
for value of record the estate or interest or mortgage thereon covered by this Commitment. 

Taxes or assessments which are not shown as existing liens by the records of any taxing authority that 
levies taxes or assessments on real property or by the public records. Proceedings by a public agency 
which may result in taxes or assessments, or notices of such proceedings, whether or not shown by the 
records of such agency or by the public records. 

Any rights, interests or cialms. which are no1 shown by the public records but which could be ascertained 
by an inspection of the Land or which may be asserted by persons in possession thereof. 

Easements, liens or encumbrances, or claims thereof, whlch are not shown by the public records 

Discrepancies, conflicts in boundary lines, shortage in area, encroachments, or any other matters which a 
correct survey would disclose and which are not shown by the public records. 

(a) Unpatented mining claims: (b) reservations or exceptions in patents or in Acts authorizing the issuance 
thereof; (c) water rights. claims or title to water, whether or not the matters excepted under (a), (b) or ( c) 
are shown in the public records. 

Property taxes, which are a lien not yet due and payable, including any assessments collected with taxes to 
be levied for the year 2009. 

The liabilities and obligations imposed upon said Land by reason of: (a) inclusion thereof within the 
boundaries of the Salt River Project Agricultural Improvement and Power District; (b) membership of the 
owner thereof in the Salt River Valley Water Users' Association, an Arizona corporation and (c) the terms 
of any Water Right Application made under the reclamation laws of the United States for the purposes of 
obtaining water rights for said Land. 

Water rights, claims or title to water, whether or not disclosed by the public records. 

Easements, covenants, conditions and restrictions as set forth on the recorded plat of said subdivision. 

Covenants, conditions and restrictions but omitting any covenants or restrictions, if any, including but not 
limited to those based upon race, color, religion, sex, sexual orientation, familial status, marital status, 
disability, handicap, national origin, ancestry, or source of income, as set forth in applicable state or federal 
laws, except to the extent that said covenant or restriction is permitted by applicable law, as set forth in the 
document 

Recording No, : Book 317, page 353 and Book 321 of Deed, page 345 
(lot 237) 

FDAZ0247.rdw 
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Secondary 
6,635.00 
26,540.00 
132,700.00 
530,800.00 

3.7341 YO 

t 

Conveyance Date: 07/10/1997 
Conveying Instrument: 970465710 

Square Footage 
Land: 8316 
Improvements: 

INT 
Tax Search 

Maricopa, Arizona 
Asscsw~fs Parcel I 1  1-08-093 1 

Tax Year: 2008-2009 
Paymnt as cf: 04/25/2009 

TIT 
Pnn(ed: 511 IR009 45227  PM UMST 
Search& 5/8/2009 12:43:W PM 

Prinkd By: jdani 

Order: sM9008204 
Co: Saurily Til10 A p r y  

Dcpc: Title CRN: 1901200061 
T O  01 

Cmkd By: NextAce TPXML LOGIN 

APN: 111-08-093 1 
P l a t B d  Page Block W S )  Subdivision Section Township Range QQ Acres 

Described As: PALMCROFT 

City: 
Billing Address: -1 AZ 
Assesscd Owner(s): BEAWAIS PATRICIA M TR 
Search As: Lot 237 Map 19/32 

APN Arb 111-8 Parcel 93 

31 2N 3E 

Address: - 
Sec 31 T 2N R 3E 

Use Ccde: 0141 

SFR GRADE 010-4 URBAN 
SUBDIVIDED 

Region Code: 
Flood Zone: 
Zoning Code: 

School Districts 
Elem: PHOENIX #I 
High: PHOENI3 

Primary 
Land A V  21,310.00 
Imp. A V  
Land FCV: 426,197.00 
Imp. FCV: 
Exemptions: 
Tax Rate: 8.9436 % 

Tax Rate Area: 

' Lnstallrnent Amount Penalty Due Date Status Payment Date Balance i 
1st 1572.35 146.75 11/01/2008 NOT PAID- 1,719.10 

1 DELINQUENT 
1 2nd 1,572.35 20.96 05/01/2009 NOT PAID. 1,593.31 

DELINQUENT 
~ .: ,;I j n  $312.41 

Due Thru 612009 Due Thru 7/2009 Due Thru 8/2009 
$3,354.35 $3,396.28 $3,438.21 

- -  

Imp Dist Back Taxes 
0 1 

Back Taxes 

Due Thru 612009 Due Thru 7/2009 Due Thru 8/2009 
S3,488.51 S3,531.81 $3,575.10 

THIS INM)RMA"ION IS PROVIDED FOR CUSTOMER SERVICE PURPOSES ONLY. PROPERTY INSIGHT DOES NOT 
WARRANT, NOR GUARANTEE THE ACCURACY NOR COMPLETENESS OF THE INFORMATION SHOWN ON THIS 

REPORT 
Page 1 d 2 

ACC009171 ST SCHMERMAN 000042 
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Printed 5II 112009 4:52:27 PMUMST 
Semhed: Mi2009 12:43:00 PM 

Printcd By. jdani 

Tax Search 

Aswsn's Panel 1 11 -08-093 I 
Tax Yur: 2008-2009 

Pnymrrt as of: 04L!5~009 

*** END OF REPORT *** 

Maticope, Arizona 

ACC009172 
SCHMERMAN 
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Order: STG9008204 
Co: Srmrily Title Agmcy 

TO. 01 
Cmtod By: NcatAcc TPXML LOGIN 

Dept: Title CRN: 1901200061 
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RECORDING AND POLICY INSTRUCTIONS 

File #: ST54-ST09008204 
Closing Omcer: Tanya Saenz-Dab, Phone # (602)953-4818 
Branch: 3636 N. Central Avenue, Suite 140, Phoenlx, Az 85012 

Instructions to Record: 

Title Order # ST54ST09008204 
TiUe Officer: Chris Ziegler 

Undewrlter: Ticor Title Insurance Company 

Owner's Coverage Lender's Coverage 

ALTA Owner's Policy (0611 712006) (Standard) ALTA Loan Policy (06117/2006) 
~~ ~~ 

SCHEDULE "A" SCHEDULE "A" 

Liability $399,000.00 Premlum $1,540.00 Liability $ Premium S 

Insured: JAMES PATRICK BARNES, a(n) Insured 
man Vesting: 
Ves tlng: Estate: I1 
Estate: I1 Description: Lot 237,PALMCROFT Bk 19.Pg 32 
Description: Lot 237,PALMCROFT Bk 19,Pg 32 
11 1-08-093 

11 1-08-093 

Show the following items: 
The following items were PaM in Escrow: #8 TRUST CERT 

#y& GTAXES 00 

#9 RECORD DEATH CERT 
# lo  SENT TO C.Z. 
#11 RECORD DEED 

Disposition of Other Items: 

ENDORSEMENTS 

POLICY DELIVERY/MAILING INSTRUCTIONS 

OWNERS POLICY and 1 copies to. 

THE 1031 EXCHANGE EXPERTS, LLC AS QI FOR 
JAMES PATRICK BARNES, EXCHANGER 
4601 N. 5TH STREET 
PHOENIX, Ai! 85012-1806 

LENDERS POLICY and 0 mples lo: LENDER POLICY TO BE DELIVERED WITHIN DAYS! 

Re: 

ADDITIONAL INSTRUCTIONS 

Prepared By: Date: Approved By: Date: 

- Eswow copy - 

ACC009173 
SCHMERMAN 

FILEW45 FDAZ0735.rdw 
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.- .. 

L 

Recorded at the request of: 
Security Title Agency 

When recorded mall to: 

RICHARD M, SCHMERMAN 
531 2 N. 12TH STREET, #301 
PHOENIX, AZ 85014 
Escrow No.: STO9008204-ST54 Space above this Une for Recorder's Use 

CAPTION HEADING: 

DEATH CERTIFICATE 

DO NOT REMOVE 

This is part of the official document. 

ACCOOSI 74 
SCHMERMAN 

FILEMI45 
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.. . . 
**&@%?%~~ T4lrisa twscertlfi~onofthe~oofllewlththaOFFlCEOFVlTALRECORDS, PAmlclA ADAUS 

UZOW DEPARTMENT OF HEALTH SERVICES, PHOENIX, ARIZONA issued Under  A S S I S M  STATE AEGiSTRAl3 

Thlr wpy notmld unless p r e p d  on storm displaying the State Seal and impressed with the rahed seal of the luutngaganq 

I theauthorilyofAR.S.36341,and bydlrectiond 

SCHMERMAN 
FILE#8 145 



Page 1 of 1 

Aguilar, Yolanda C. 

From: STPhoenixWireBoard 
Sent: 
To: 
Subject: Wire on ST54ST09007315-DALYT in the amount of $250,224.68 received May 19 2009 

Tuesday, May 19,2009 3:09 PM 
Saenz-Daly, Tanya; Aguilar, Yolanda C. 

File: ST54-ST09007315-DALYT 

T.YPB m Bank Ref erence Gust Reference Amount 

Outgoing Money Transfer May 19 2009 5340300139 $250,224.68 

YOUR REF=NONREF/ PAID TO=WELLS FARGO NA WELLS FARGO BANK SAN FRANCISCO CA 941 1 1/ FED ID=121000248/ 
ACCT PARTY=/4127400093 WELLS FARGO HOME MORTGAGE/ REMARK=PO LN 708 021 1108758 GEORGE JAMES 
ST0900731 5/ REC GFP=05192139/ MRN SEQ=00139J053403/ FED R 

*** If you believe this wire was applied to the above file incorrectly please notify the accounting 
department. Please DO NOT Reply to this email. *** 

511 9/2009 

ACC009176 
SCHMERMAN 

FILE#8145 
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Recorded at the request o t  
Security Title Agency 

When recorded, mail to: 
JAMES PATRICK BARNES 

Escrow No.: ST09008204ST54 Space above this line for Recorder's Use 

WARRANTY DEED 

For the consideration of Ten Dollars, and other valuable considerations, 

THE "C AND P" BEAUVAIS BYPASS TRUST, CREATED APRIL I, 1997 

does hereby convey to 

JAMES PATRICK BARNES, an Unrnarrled Man 

the following real property situated In Maricopa County, Arizona: 

Lot 237. PALMCROFT, according to Book 19 of Maps, page 32, records of Maricopa County, Arizona. 

SUBJECT T O  Current taxes and other assessments, reservations in patents and all easements, rights of way, 
covenants, conditions and restrictions as may appear of record. 

The undersigned hereby warrants the title against all persons whomsoever, subject to the matters set forth. 

Dated: May 19,2009 

CREATED APRIL 1,1997 

M. SCHMERMAN, SUCCESSOR 
RUSTEE 

ACC009177 
SCHMERMAN 
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A 
NOTARY ACKNOWLEDGMENT(S) TO WARRANTY DEED 

ACCOO9178 
SCHMERMAN 
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Escrow No.: ST09008204-ST54 

TRUST CERTIFICATION 

The undersigned being of legal age, declares under penalty of perjury: 

1. 

2. 

3. 

4. 

5. 

Declarants certify the existence of the following described written trust and state that the Declarants are all of the 
current trustees. 

Declarants certify the following information in regard to the Trust: 

a. 
b. 
c. Names of Trustor or Settlers: PATRICIA BEAUVIAS 
d. Original Trustees: PATRICIA BEAUVIAS 

Declarants state that the Trust is in full force and effect. The Trust has not been revoked, terminated, or amended 
in any manner that would cause the representatlons made in this Certification to be incorrect. 

Declarants state that the following named Trustees are fully empowered to act for the Trust and are properly 
exercising their authority under the Trust in negotiating for, contracting for, and executing the documents attached, 
or set forth below, and that no Trustees other than the following named Trustees are necessary under the 
provisions of the Trust to sign the documents: 

Name of Trust: 'IC AND P" BEAUVAlS BYPASS TRUST 
Date of Trust: April 1,1997 

a. 
b. See Attached Beneficiary Statement 

Names of Trustees authorized to sign: RICHARD M. SCHMERMAN, SUCCESSOR TRUSTEE 

Declarants state that to the best of their knowledge that there are no claims, challenges or causes of action 
alleged, that contest or question the validity of the Trust or the Trustee's authority to act in behalf of the Trust. 

As Trustee 

ACC009179 SCHMERMAN 

FILE#8145 
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L 

n BENEFICIARY'S STATEMENT e 

Name: * 

Address: 

W 

Address: 

Address: 

Name: 

Address: 

Name: 

Address: 

Name: 

Address: 

I 

FDAZ0294.rdw 

ACC009180 
SCHMERMAN 

FILE#a145 
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, ASSESSORS PARCEL IDENTIFICATION NUMBER(s) 

__. 11 1-08-093 Primaiy Parcel: - 
BOOK MAP PARCEL SPLITLFITER 

Does this sale include any parcels that are belng split /divided? 

How many parcels. 

included in this sale? 

Checkons: Yes 0 No 0 
than the Primary Parcel, are 

Please llst the additlonel parcels below (no more than four): 

9. FOR OFUClAL USE ONLY: Buyer end SeUw leaw blank 

(a) County d Recordation: 

(b) Docket d Page Number: 

(c) Date of Recording: 

(d) Fee I Recording Number. 

Validation Codes: 

(e) ASSESSOR (0 DOR ............................................................................................... 
ASSESSOR’S USE ONLY 

Verify Primary Parcel in Item 1: - - - 
Use Code: Full Cash Value: S (2) (4) 

. SELLER‘S NAME AND ADDRESS: 
THE C AND P“ BEAUVAIS BYPASS. 
5312 N. I2TH STREET #301 

PHOENIX, AZ 85014 
3. [a1 BUYER’S NAMEAND ADDRESS: . .  

JAMES PATRICK BARNES, 

(b) Are me Buyer and Seller releted? Yea n No 
If Yes, state relationship: 

4. ADDRESS OF PROPERTY: 

-am 
Az- 

6. PROPERTY TYPE (for Primary Parcel): NOTE: Check Only One Box 

am Vacant Land 

b.mSlngle Family Residence g.oAgrlcuilural 

c .aCondo or Townhouse 

d.rn2-4 Plex 

e.mApartment BuRding 

f. 0 Commercial or Industrial Use 

h . n  Mobile or ManufacUrred Home 

1. Other Use; Specily: 

7. RESIDENTIAL BUYERS USE: If you checked b, e, d or h In Item 6 
above. please check szm of the following: 

[rrJTa be occupied by owner or 0 To be rented to someone 
“family member.” other than “family member.” 

See revem side for definitlon of a ‘femilv member.” 

c. 0 Joint Tenancy Deed f. 0 Other: 

11. SALE PRICE: $1399,oOo.@3 

12. DATE OF SALE (Numeric Digits): I 
Month Year 

(For example: / 3 for March 2005) 

13, DOWN PAYMENT: $ I399,OOO.M) I 00 I 
I I I 

14. METHOD OF FINANCING. e . n  New loan(s) from 
flnanclsl Institution: (?)a Conventional 

a .aCash (100% of Sale Priw) 

b . 0  Exchange or trade VA 
(3)0 FHA 

c . 0  Assumption of existing loanp) 
1. OIher financim: SDecifv: - .  , 

’ d . 0  Seller Loan (Carryback) 

15. PERSONAL PROPERTY (see reverse side for definifbn): 
(a) Did the Sale Price in Item #11 indude Personal Properly lhat impacted 

(a) If Yes. pmvide the dollar amount of Ihe Personal Property: 

the Sale Price by 5% or more? Yes No 0 

$ ;  100 1 AND 

bfiefiy describe the 
Personal Properly: 

16. PARTIAL INTEREST: If only a partial ownership Interest is being sold, 

brlefly describe the partial Interest: 

17. PARTY COMPLETING AFFIDAVIT (Name, Address, Phone): 
SECURJTY TtTL€ AGENCY 
8130 E. Cactus Rd.. Ste. 520. Scottsdale. Az 85260 

8. lVUMBEROFUNITS: 1 I 
For Apartment Properties, MW16. Hotels. 
Mobile Home Parks. RV Parks. Mini-Storaoe Prooertles. etc 

Phone (602)953-4818 
18. LEGAL DESCRIPTION (altecb copy i f  necessary): 

SEE ATTACHED LEGAL DESCRIPTION - .  

HMERMAN 000052 



BUYERS INSPECTION PERIOD DISCLOSURES 
11 R i A L l V  P R W E ~ l l O U A L I  1 

MOLD DISCLOSURE AND WAIVER 

Buyers are advised that the presence of cwtain kinds of mold, hngi, mildew, and other organisms may 
affect tbe property and health of certain individuals. These conditions, sometimes refmed to as 'Toxic 
Molds," are often the result of moishire invasion or water leakage inside the home. 

Broker rumnunends the Buyer obtain a professional home inspection to better determine the condition of 
the propstty. Neither the Brokers, nor the Brokers' Agents, are experts in the field of mold contaminants. 
In the event suspicious mold contamination is discovered, it is recommended that our clients satisfy 
themselves as to property conditions by having a mold inspection performed. The cost and qualily of such 
inspection may vary. ,Companies able to perform appropriate inspections may be fhnd  in the Yellow 
Pages or on the World Wide Web under "Microbial or Mold Inspections" or "Environmental and 
Ecological Services." The only way to determine if a mold-like substance is truly mold, or is present at 
high levels, is througb sample collecting and analytical testing. 

CLIENT DISCLOSURE 

* The Broker or Broker's Agent has recommended the client obtain a Home Inspection. J __ P@itia/s 
* The Broker or Broker's Agent has recommended tbe client obtain a Mold Inspection: __ Initiuls 

WAIVER; Client a p e s  to hold the Broker and Broker's Agents harmless in the event any mold 
contaminations are discovered on the property. Client understands mold is a naturally occuning microbe 
and that mold should pose no health threat unless concentrated high levels in the living environment. 
The Broker and Broker's Agents agree that in the event mold-like contamination is discovered, this 
condition will be immediately reported to the client. The only way to determine if a mold-like substance is 
truly mold or is present at high levels is through sample collecting and analytical testing. 

RECEIPT OFSOPY; Client(s) have read this Mold DirclosureMraiver and by their signature hereon 
acknowledges receipt of a c q y  thereof. 

mom SIONAL'S ADV IC& Client@) execute this Disclosure/Waiver with the understanding that they 
should consult with a professional of their choice regarding any questions or cancernp before execution. 

LEGALADVICE i Client(s) acknowledges that this waiver does not attempt to offer legal advice. If 
client(s) fed the need for legal advice, they should consult an attorney of their choice prior to the execution 
of this document. 

Client: Date: 

5/4/2005 arm 

Mold Disohute k Waiver 
1. USA Realty Rofasionels 

Pago I o f 1  
ACCOO9182 

SCHMERMAN 
FILER145 

ST SCHMERMAN 000053 



P.2 May W W U/:91a tJev Haarman 602 2530690 

1st: w e  h f 0 0 6 i O n O 3 0  -- DBCLOSURE OF INFORMATION ON LEAD-WED PAtNT 
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1st USA h a l t y  ~rofessiorials, Ina. 

REAL ESTATE AGENCY DISCLOSURE AND ELECTION 

1. Flnn Name ("Brokef) 1ST USA REALTY RRO~SSIONALS 

2. actlngthmugh Kathy B. Wright hereby makes the following disclosure. 
U C E N E F S W E  

3. 
4. 
5. 
6. 
7. 

9. 
10. 
11. 

12. 
13. 
14. 

15. 
16. 
17. 
18. 
19. 
20. 
21. 
22. 
23. 
24. 
25. 
26. 
27. 
28. 
29. 
30. 
31. 
32. 

e. 

33. 
34. 
35. 
36. 
37. 
38. 
39. 
40. 
41. 
42. 
43. 
44. 

45. 
46. 
47. 

48. 

DISCLOSURE 
Before a seller or Landlord (heremafter r e f e d  to as "Seller') or a Buyer or Tenant (herelnaftef referred to as "Buyer") enters Into 
a discussion with a real estate broker or licensee affiliated with a broker. the Seller and the Buyer should understand whal lype of agency 
relationship or reprewntatbn they wlll have with the broker in Ihe transaction. 

I. Buyer's Broker: A broker other than the Seller's broker can agree with the Buyer to ad as the broker for the Buyer. In these 
situations, the Buyer's broker is not representlng the Seller, even if the Buyer's broker Is receiving compensation for senices 
rendered, either in full or In part, from the Seller or through the Seller's broker: 
a) A Buyer's broker has the lidudafydutfes of loyalty, obedience, disclosure. confidentialfty, and accounting In dealhgs with the Buyer. 
b) Other potential Buyers represented by broker may condder, make offera on, or acquire an Interest In the same or similar 

properties as Buyer is ssekhg. 
II. Seller's Broker: A broker under a lktlng agreement wilh the Seller acts as the broker for the Seller only: . 

a) A Seller's broker has the Muclafy duties of loyalty, obedlence. bsciosure, conRdentialUy, and amuntlng in deallngs wlth the Seller. 
b) Other potential Sellers represented by broker may list properties that are similar to the property that Seller is selling. 

Ill. 8roker Representing both Sellar and Buyer (Limited Representation): A broker, ellher aotlng directly or through one or more 
licensees wlthin the same brokerage ftrm, can legalty represent both the Seller and the Buyer In a transadion, but only with the 
knowledge and informed consent of both the Seller and the Buyer. In these situations, the Bmker, acting through Ha Hcansee(s), 
represents both Ihe Buyer and the Seller, with limitations of the duties owed to the Buyer and the Seller: 
a) The broker w#l not, without mitten authorization, disclose to the other party that the Seller Mi amp! a prlce or terms other than 

stated in the listing or that the Buyer will accept a price or terms other than offered. 
b) There wlll be confflcts in the duties of loyalty, obedlence, disclosure and 00nfldentlaIHy~ Disclosure of confidential Information m y  

be made only wlth wrltten authorizetlon. 
Regardtear of who (he Broker represents In the transaction, the Broker shall exercise reasonable ekUl and care in the performance of the 
Brokefa duties and shall be truthful and honest to both the Buyer and Seller and shall dkclose an known faado w h h  materially and adverdy 
affect the conakleratbn to be paid by any party. Pursuant to A.R S. [i32-256, Sellers, Lesson and Brokers are not obligated to disclose that 
a property is or has been: (1) the slte of a natural death. suicide, homicide, or any c r h a  dasslfied as a felony; (2) owned or occupled by a 
person exposed to HIV, or diagnosed as having AIDS or any other disease not known to be transmitted through common occupancy of real 
estate; or (3) located in the vklnity of a sex offender. Sellers or Sellem' representatives m y  not treat the existence, terms, or condltlons Of 
oflela as  confidential unless there is a conWentlality agreement between the parties 
THE DUTIES OF M E  BROKER IN A REAL ESTATE TRANSACTION DO NOT RELIEVE THE SELLER OR M E  BWER FROM THE 
RESPONS181LlTY TO PROTECT THEIR OWN INTERESTS. THE SELLER AND THE BWER SHOULD CAREFULLY READ ALL 
AQREEMENTS TO INSURE THAT THE DOCUMENTS ADEQUATELY EXPRESS THElRUNDERSTANDINO OF THE TRANSACTION. 

ELECTION 
Buyer or Tenant Election (Complete this wcli in only if you are the Buyer.) The underslgned elacts to have the Broker (chsck any that apply) 

represent the Buyer as Buyer's Broker. 
0 represent the Seller as Seller's Broker. 
@ show Buyer prapdes Wed with Broker's fm and Buyer agrees that Broker mail act as agent for both Buyer and Seller provided that 

the Seller consents to limited representation. In the event of a purchase, Buyers and Sellets informed consent should be 
acknowledged in a separate wnting other than the purchese contrad. 

Seller or Landlord Election (Complete this section only if you are the Seller.) The undersigned el& to have the Broker (check any that apply): 
0 represent the Buyer as Buyer's &oker. 

represent the Seller 88 Seller's Broker, 
0 show Seller's property to Buyers represented by Broker's Rrm and Seller agrees that Broker shall a d  as agent for both Seller and 

Buyer provided that Buyer consents to the limited representalion. In the event of a purchase, Buyer's and Saller's informed eonsent 
should be aclarrmrledwd In a separate wrlting other than the purchase contract. 

The undefsy)ned 

lMlE ACKNOWLEDGE RECEIPT OF A COPY OF THIS DISCLOSURE. 

Buyer(s) or Seler(s) admwkdp that ihB dowment is a dsclosure of Qlbes. TIN$ document k not an empbyment qreemer~t 

ACC009184 
SCHMERMAN 
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ROOF RAT DISCLOSURE 

As of December 2003 the media has reported that roof rats have been found in the 
Arcadia area and in the ateas fiom about 24th or 20’ streets on the West, Scottsdale Road 
on the East, between Mchwell and Thomas Roads on the South, and to the base of 
Camelback Mountain to the North. Scottsdale has also received unconfimed reports of 
possible roof rats East of Scottsdale Road. There have also been reports of roof rats in 
the Tempe area of Rural and Southern Ave., and also unconfirmed reports in Mesa. The 
media has reported that the roof rats are possibly being transported to various parts of the 
Valley. Although current measures are being taken to eradicate the rats, they are a 
nuisance in these areas, and may be prevalent Valley-wide. 

More information about the roof rats may be obtained on Maricopa County’s website at 
http://www.maricopa.e;ov/envsvc . You can report sightings of roof rats on the county’s 
complaint line at (602) 506-6616. 

By signing below, the buyer acknowledges they were made aware of this media reported 
problem and should conduct all investigations during the 10 day inspection period. 

218-2005 am$ 
I* USA Realty Profesionak 
Rat Roof Disclosure 
Page I of I ACC009185 
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Detailed Property Information from the Office of the Assessor, Keith E. Russell MAI 

Property Information 

Parod #: 111-08-093 
MCR #: 1932 

Property Address: 1- 

Subdivkion Name: PALMCROFT 124-250 

Property Description: PALMCROFT 
Section Township Range: 31 2N 3E 

Lot #: 237 
. . . 

Owner Information 
.a. 

Owner: BEAWAIS PATRICIA M TR 

Deed #: 970465710 
Mailing Address: 

Deed Dam 7/10/1997 
Sales Prlce: n/a 

Sales Month/Year: n/a 

Valuation Informatlon 

Tax Yeac 2010 2009 2008 
Full Cash Value (FCV): $4406J00 $568,000 $663,500 
Limited Property Value (LPV): $406,300 $468,8 17 $426,197 
Notice: The values displayed on this page may not reflect constkutional or statutory adjustments. 
Legal Class: 6 6 6 
Assessment Ratio: 5.00/0 5.0'70 5.0% 
Assessed FCV. $20,315 $28,400 $33,175 
Assessed L W  $20,315 !&!%441 $21,310 
Property Use Code: 0141 0141 0141 
Tax Area Code: 011300 011300 011300 

Characteristics 

Page 1 of 1 

Square feet of Wing Space: 1,704 Improvement Q w l i  Grade: R-4 
Lot Square Footage: 8,317 Market Area/Nelghbor)rood: 17/010 
Covered Parking: 4 Car Garage and Carport Unique Location Characteristics: hbne 
Construction Year: 1931 Pool Square Footage: 480 
Number of Patios: 1 Bath Fixtures: 6 
Patio Type: 
Exterior Walls: 
Roof Type: 

Covered 
Bridc 
Wood 

Cooling: 
Heating: 
Physical Condltlon: 

Refrigeration 
YeS 

Average 

Dirclalmer 
The data contained In this database Is deemed reitable but not guaranteed. This information should be used for Informational use onb and does not WnSMute a legal 
document for me description of these properties. Evely effort has been made to Insure the accuracy of thls data: however, thls material may be slightly dated which 
would have an irnpad on Rs accuracy. The Mar'mpa County Assessoh Office disclaim any responsibility or liabirity for any direct or indirect damages resulting from the 
use of this data. 

Maricopa County Assessor I I 301 W. Jefferson St. I I Phoenlx, A2 85003 

602-506-3406 

ACC009186 
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4 1 6691 4 Resid enti al Single Family -Detached Active 
3edslBaths: 3 I 2  
iF: 1,882 I County Assessor 
rear Buin: 1931 
,001 - Prlvde: Pool - Private: Heated Pool; Play Pool 
ipa: None Mod& CUSTOM 

Subdivision: PALMCROFT LOT 237 
Tax Municipality: Phoenix 
Marketing Name: HISTORIC 
Planned Cmty Nsma: ENCANTO PALMCROFT 

5: 32RDXP02C 
A Size: 7,501 - 10,OOO 
.evel: Single Level 
38 Sch Dist: ooo1 - Florence DistrM - Pinal 
Ikmentary School: Kenihnorth 

qernarkr 
West House SqFt: 360 I I  

Builder Name: UNKNOWN I 
i Hun Block: 1800 N 

Map CodeOrid: P34 
High School Dist #: 210 - Phoenix Union District 
High School: Central I 

Features 
approx SqFt Range: 1,801 - 2.000 
Jarking: 2 Car Carport 
iorses: N 
-ireplace: 1 Fireplace; Fireplace Livin! 
i m  
’roperty Description: Historic District 
Exterior Features: Separate Guest 
louse; Yrd Wring Sys Front; Yrd 
Mring Sys Back 

Flooring: Carpet; Concrete 

I , ,  

Room Details Construction 8 Utilities County, Tax and Financing 
Kitchen Features: Rangeloven; Architecture: Other (See Remarks) County Code: Marlcopa 
3ishwasher; Refrigerator; Pantry Const - Finish: Painted 
blaster Bathroom: FUN Bth Master Construction: Brkk 250 

ldditional Bedroom: Mstr Bdr Walkin Fencing: Block; Chain Link 
3ist Cooling: Refrlgeratlon Town-RangeSection: 2N-3E-31 
-amdry: Inside Laundry Heating: Gas Heat Cty Bk8Pg: 
lining Area: Formal; Eat-in Kitchen Utilities: APS: SW Gas Plat 

Legal Subdivision: PALMCROFT 124- 

Lot Number: 237 
3drm: Separate Shwr 8 Tub Roofing: Shake A N  11 1 -08-093 

Rher Rooms: Arizona RoornlLanai 
terns Updated: Wrlng Yr Updated: 
MOZ; Plmbg Yr Updated: 2000; Roof 
I r  Updated: 2001 

Water: City Water 
Sewer: Sewer - Public; Sewer in & 
Cnctd 
Services: City Services 
Technology: Cable N Avail; Security 
Sys Owned 
Energy Features: Ceiling Fan($) 

. 

. 

TaxedYr: $3,270/2008 I 
Ownership: Fee Simple I 
N e w  Financing: Cash; Conventional 
Total Asum Mnth Pmts: $0 

I Down Payment: $ 0  
Existing 1st Loan: Other (See 
Remarks) : 

I Exist 1st Loan Terms: 
Disclosures: None I 

I Auction: No 

i 

AVAILABLE. 
Showing Instructions: Lkbx - Vacant IOwneriOccupant Name: ESTATE OF PATRICIA BEAUVAIS 1 

HOA Name: I Assoc Rulesllnfo: None 
HOA Telephone: Association Fee Incl: No Fees 

Cap lmprvlimpact Fee: OLand Lease 
Fee: 0 
PAD Fee: $ 0  

ACC009187 
SCHMERMAN 
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Listing Dates 

CDOMIAWM 314 Original List Price: $399,000 

Status Change Dale: 05BIi2009 

Pricing end Sale Info 

List Date: W30l20O9 List Price: $399,000 

http://annl s. flexml s. com/cgi -bidmainmenu. cgi 

Listing Contract Info 
S A  N I O  BE: Y 13 % Var: N Type: ER 
Other Compensation: 0 
Special Listing Cond: ProbatdEstate 

ST SCI 

LA 

CLA 

IER 

~~~~ ~ _ _ _ _ _ ~  

Name loftice IAgent Phone Office Phone IEmail Mobile and Home Fax 
Beverly Haarman Realty Executives (reaxl6) 602-997-7324 602-861-3300 Slil,~.l~llt’ .b(?~i:~!~tji  co!n 
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Effective Date: Immediately county and State where Real Property 
is located: 

Maricopa County, Arizona 

GRANTOR ( S) {Num, Addretr. ap  Cod.) 

PATRICIA M. BFAWAIS PATRICIA M. BEAWAIS, 

GRANTEE { S) warn, Addfwr, Zip Code) 

Surviving Trustee of Trustee of the 1 The C and P Beauvais m s t  "C AND PI1 BEAWAIS BYPASS TRUST 

This instrument is recorded 
at the request of: 
RONAGD G .  WILSON, ESQ. 
ROBBINS L GREW, P.A. 
3300 N. CENTRMI AVENUE, SUITE 1800 
PHOEWIX, ARIZONA 85012 

(602) 248-7608 

Unofficial 
Document 

Persons whose n 
Lot 237, PALMCROFT, according to the plat on record in the office of the 
County Recorder of Maricopa County, Arizona, Book 19 of Maps, Page 32. 

EXEMPT p a  A.R.8. S42-1614 88 

re Der A.&S. 533 - 404 

Grantee takes title under a Bypass Trust Created: April 1, 1997 
in which Grantee is the sole present interest beneficiary and her address 
is: 1811 Palmcroft way, N.W. Phoenix, Arizona 85007. 

For valuable consideration, Grantor quit claims to Grantee all right, title 
and interest in Subjeat Real Property together with all rights and 
privileges appurtenant or to become appurtenant to Subject Real Property on 
effective date. 
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STATB OF ARIZONA 1 
) 88. 

County of Maricopa ) 

acknowledged before me this & ? ? a y  of 
by PATRICIA M. BEAWAIS, Surviving Trustee of 

dated May 2, 1991. 

My Commis ion Expires: g- f f i  , ## g RONAlD 0. WILSON 

CW IDZl IpcL- 

ACC009189 
SCHMERMAN 

FILE#8145 ST SCHMERMAN 000060 



Page 1 of 1 

Aguilar, Yolanda C. 

From: Yolanda Aguilar [yaguilar@securitytitle.com] 
Sent: 
To: KATHY B WRIGHT 
Subject: Recent Activity for the Property Located at - Friday, May 08,2009 7:48 AM 

Recent Activity 

Good Morning KATHY B WRIGHT: 

Your transaction has recently had the following activity: 

Address: 1-1 Buyer: JAMES PARTRICK BARNES 
Order #: ST09008204 Seller: THE "C AND P" BEAWAIS BYPASS 

Documents: 
A.. Commission Disbursement Unsigned Download 
8.. Earnest Money Receipt Download 

Security Title Agency prides itself on providing innovative, customizable industry solutions. We appreciate your 
business and any feedback lo better serve you and your clients. 

Sincerely, 

Yolanda Aguilar 
Escrow Officer 

5f 812009 

This Emall was sen1 by Secudty Title Agency. 

ST CHMERA 
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Aguilar, Yolanda C. 

From: Yolanda Aguilar [yaguilar@securitytitle.com] 

Sent: 
To: BEVERLY HARMAN 
Subject: Recent Activity for the Property Located at 181 1 N. PALMCROFT WAY 

Friday, May 08,2009 7:48 AM 

RecentActivity 

Good Morning BEVERLY HARMAN: 

Your transaction has recently had the following activity: 
-. 
Address-] Buyer: JAMES PARTRICK BARNES 

Order #: ST09008204 Seller: THE "C AND P" BEAWAIS BYPASS 

Documents: 
A,. Commission Disbursement Unsigned Download 
B.. Earnest Money Receipt Download 

Security Title Agency prides itself on providing innovative, custornizabie industly solutions. We appreciate your 
business and any feedback to better serve you and your clients. 

Sincerely, 

Yolanda Aguilar 
Escrow Offlcer 

5/8/2009 

This Emall was sent by Security Title Agency. 
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Aguilar, Yolanda C. 

From: Aguilar, Yolanda C. 
Sent: 

To: 'suns hinebevha- 

Friday, May 08,2009 7:41 AM 

Hello again: 

I also need your office address to send to the check to once we close, thanks again! 

**PLEASE BE AOVISEb THAT ALL BANK OWNED PROPERTIES REQUIRE UP TO 72 
HOURS FOR HUD APPROVAL BY THE SELLER WHICH MAY CAUSE A OELAY IN  
RECORDING/ OISBU RSEMENF* 

Isll&1B4WJbw XFbe- FbQO g-? 8 ~ ~ U w b b  '9s~Q3Fb9tZJEl 

Yolanda C. Aguilar 
Escrow Officer for 
Tanya Saenz- Daly, Asst. V. P. /Br . Mgr . 
Security Title Agency 
8130 E. Cactus Rd., Ste 520 
Scottsdale, AZ 85260 
office Ph: 602-953-4818 
Direct Fax: 602-294-8443 
Email : yaguilaresecuritytitle . corn 

* .Qc * Attitude is Everything $r * r$ 

CONFIDENTIAL COMMUNICATION 
This electronic mail message and any attachments are intended only fm the use of the addresre(s) named above and niay contain information that is privficged, 
confidentla1 and exempt from disclosure under applicable law. If you are not an intendedrecipient, or the employee or agent mponsible for delivaing this e-mail to , 

the intended reuplent, you are hereby nottfled that any dissemination, distdbution or copying of thlo conlmunication is strictly prohibited. lf you received this e-niail ' 

message in error, please immediately notify the sender by replying to this message or by telephone. Thank you. 
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Aguilar, Yolanda C. 

From: Aguilar, Yolanda C. 
Sent: Friday, May 08,2009 8:03 AM 

Hello Kathy: 

I need to know which home warranty company you would like us to use for the buyer. 

**PLEASE BE AOVISED THAT ALL BANK OWNED PROPERTIES REQUIRE UP TO 72 
HOURS FOR HUO APPROVAL BY THE SELLER WHICH MAY CAUSE A OELAY I N  
RECORDIN6/DISBURSEMEWf 

EZEZlb@*#&* blW 2*+ # Q O O V U  8B@PttE3€?l 
Yolanda C. Aguilar 
Escrow Officer for 
Tanya Saenz-baly, Asst. V.P./Br. Mgr. 
Security Title Agency 
8130 E. Cactus Rd., Ste 520 
Scottsdale, A 2  85260 
Office Ph: 602-953-4818 
Direct Fax: 602-294-8443 
Email : yagutlar@securitytitle .corn 

* * * Attitude is Everything * 9r * 
CONFIDENTIAL COMMUNICATION 
This electmnic mail m w g e  and any attachments are intended only for the use of the addressee(8) named above and may contain information that i s  privileged, 
confidential and exempt fiom disclosure under applicable law. If you are not an intended recipient, or the employee or agent responsible for delhvering this e-mail to 
the intended recipient, you are hereby notified that any dimeinhation, distribution or copying of this communication b strictly prohibited. If  youreceived t h i s f m a i l  
message in eiror, please Immediately notify Ihe sender by replying to this message or by telephone. Thank YOU. 

5/8/2009 
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Aguilar, Yolanda C. 

From: Aguilar, Yolanda C. 
Sent: 
To: ' s u n s h i n e b e v h m  
Subject: 181 1 N PALMCROFT 

Friday, May 08,2009 7:33 AM 

Hello Beverly: 

I have a couple questions on this transaction. First, please tell me what the sellers name is. I see that he is 
the successor trustee; however, I cannot make out his name or his mailing address on the purchase contract. 
We also need his contact telephone number so that Tanya may contact him when his closing docs are ready 
for him to sign. Thank you and have a blessed day! 

**PLEASE BE ADVISED THAT ALL BANK OWNED PROPERTIES REQUIRE UP TO 72 
HOURS FOR HUD APPROVAL BY THE SELLER WHICH MAY CAUSE A DELAY I N  
RECORDING/DISBURSEMENT*" 

t%lmI'p.@"wlbQ W@Q b+c, 3Q+ 899ct*44 BW@pl?lSlW 
Yolanda C. Aguilar 
Escrow Officer for 
Tanya Saenz-Daly, Asst. V.P./Br. Mgr. 
Security Title Agency 
81 30 E. Cactus Rd. , Ste 520 
Scottsdale, A 2  85260 
Office Ph: 602-953-4818 
Direct Fax: 602-294-8443 
Ernail:yaguilarQsecuritytitle .corn 

* * k Attitude is Everything * 9r a 
CONFIDENTUL COMMUNICATION 
Thls electronic mail message and any attachments are intended only for the use of the addressee@ named above and may contain information that is privileged, 
confidential and exempt horn disclosure under applicable law. If you arc not an intended recipient, or the a p l o y e e  or agent responsible for delivering this c-mail to 
the intended redpient, you are hereby notlfled that any dissemination, distribution or copying of thls communication Is strictly prohibited If you received UIIS e-mail 
message in error, please imincdiately notify the sender by replying Io this message or by telepltone. Thank you. 
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REMEMBER 

Supervision is the only way to prevent drownings. 
Never leave a child unattended in the water or pool area. 
And always watch a child when in the water or pool area. 

IN AN EMERGENCY: 

Shout for help. 
Pull the child h m  the water. 
Call 9 1 1 (or the local emergency number) for help. 
Check airway and breathing. If needed, start CPR immediately. 

* "Pool" means an in-ground or aboveground swimming pool or other contained body of 
water 18 or more inches in depth, wider than 8 feet at any point, and intend €or swimming, 
pursuant to A.R.S. 0 36-1681(A). 

** Phoenix, Peoria, Tucson, some other cities, and unincorporated areas of Maricopa, Pima, 
and Pinal counties have different pool barrier requirements. Check with your local city and 
county governments to see if they have adopted different pool barrier requirements. 
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Aguilar, Yolanda C. 

From: Yolanda Aguilar [yaguilar@securitytitle.cornJ 

Sent: Monday, May 18,2009 11:12 AM 
To: KATHY B WRIGHT 

Recent Activity 

Good Afternoon KATHY B WRIGHT: 

Your transaction has recently had the following activity: 

Order #: ST09008204 

Buyer: JAMES PARTRICK BARNES 

Seller: THE “C AND P” BEAUVAIS BYPASS 

Documents: 

A.. Title Commitment Pownload 
8.. Tax Printout Download 

Security Title Agency prides itsetf on providing Innovative, customizable Industry solutions. We appreciate your 
business and any feedback to better sewe you and your clients. 

Sincerely, 

Yolanda Aguilar 
Escrow Officer 

Thls Email was sent by Security Title Agency, 

ACC009196 
SCHMERMAN 
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Aguilar, Yolanda C. 

From: Yolanda Aguilar [yaguilar@securitytitle.corn] 
Sent: Monday, May 18,2009 11:12AM 

To: BEVERLY HARMAN 

Recent Activity 

Good Afternoon BEVERLY HARMAN: 

Your transaction has recently had the following activity: 

Address: 1-1 
Order #: ST09008204 Seller: THE "C AND P" BEAUVAIS BYPASS 

Buyer: JAMES PARTRICK BARNES 

Documents: 
A.. Title Commitment Download 
B.. Tax Printout Download 

Security Title Agency prides itself on providing innovative, customizable industry solutions. We appreciate your 
business and any feedback to better serve you and your clients. 

Sincerely, 

Yolanda Aguilar 
Escrow Officer 

Thls Email was sent by Security Tltb Agency. 
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SECURITY TITLE AGENCY 

8130 E. Cactus Rd., Ste. 520, Scolkdale, AZ 85260 
(602)953-4818 FAX (602)953-4819 

Date: May 18,2009 
Escrow No.: ST09008204-ST54 
Borrower: JAMES PATRICK BARNES 
Loan No: 

Thank you for selecting Security Title Agency as your closing agent. We look forward to providing you with 
quality title and escrow services in connection with the above-referenced property. 

Please see the enclosed Commitment for Title Insurance and Earnest Money Receipt 

The enclosed duplicate copies (if any) are for your records. 

If you have any questions or concerns regarding the enclosed documents or the escrow process, please do 
not hesitate to contact the undersigned. 

Sincerely, 

Tanya Saenz-Daly 
Escrow Branch Manager 
(602)953-4818 

enclosure( s) 

ACC009198 
SCHMERMAN 

FILEt6145 Letter (Opening-Buyer) 

ST SCHMERMAN 000069 



ACC009199 
SCHMERMAN 

FILEWl45 
ST SCHMERMAN 000070 



Aguilar, Yolanda C. 

Page 1 of 1 

From: 

Sent: 
To: Aguilar, Yoianda C. 
Subject: Fw: BARNES 4- Home warranty selection 

Kathy Wright, 1 st USA Realty Professionals [kathyismyrealtor@.c.net] 
Monday, May 18,2009 938 AM 

Here it is again! 
Kathy 

Original Message -- 
From: Kathy Wrinht, 1st USA Realhr Professionals 
To: Tanva SaenzDaly ; Yolanda C. Aauilar 
Sent: Thursday, Ma 
Subject: BARNES I Home warranty selection 

Hi Tanya and Yolanda, 

My client has decided to select for his home warranty: 
American Home Shield FLEX PLAN COMBO + Swimming pool for a single family home under 5,000 s.f. 

The price should be $425 +$I60 = $585.00 total. The seller is paying up to $450.00 and the Buyer wishes 
to pay the difference himself to make sure the pool is included. 

Let me know if you have any questions. 

Kathy Wright 
I st USA Realty Professionals 
8120 E. Cactus Rd. Ste. 310 
Scottsdale, AZ 85260 

602-762-3689 - Cell 
602-404-4918 - Home office 
602-404-6898 - Fax 
480-981-3200 - Main office 
kathyismvrealtor@cox.net 

\ 

511 812009 

ACC009200 
SCHMERMAN 

FILEX8145 

ST SCHMERMAN 00007 1 

mailto:kathyismvrealtor@cox.net


Page 

Aguilar, Yolanda C. 

__ 

of 1 

From: 
Sent: 
To: Saenz-Daly, Tanya 
CC! Aauilar. Yolanda C 

Kathy Wright, 1 st USA Realty Professionals [kathyismyrealtw@cox.net] 
Thursday, May 14,2009 5:02 PM 

Attachments: IMG.pdf 

Hi Tanya & Yolanda, 

Regardha t l  r atricia Beauvais - 
1: Attached is a 
Tuesday, May 26,2009 

/. 

ao es the following: moves up the cro- 
I May Zuth. 

3. I would like to attend the closing with Mr. Barnes, so, when you have an idea of the signing time & date, 
please let me know! 

4 3 a  c ommis 

Thanks. 

Kathy Wright 
1 st USA Realty Professionals 
8120 E. Cactus Rd. Ste. 310 
Scottsdale, AZ 85260 

602-404-4918 - Home office 
602-404-6898 - Fax 
480-981-3200 - Main office 
j<athvismvrealtor@cox.net 

602-702-3689 - Cell 

ACCOO9201 
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THE C AND P SEAOVAIS TRUEIT 

EFFECTIVE e. DATE: I / 9 9 /  
PARTIES: CHARLES 6 BEAWAIS 

PATRICIA M. BEAWATB 
Husband and Wife, Trus to r s  

PATRICIA M. BEAWAIS,  Trus tees  
-E8 E* BEAWAIS 

.. * * *  
FAMILY HISTORY: The Trustors  dec lare  t h a t  they are married and 
t h a t  t hey  have no ch i ld ren .  

ARTICLE I: CREATION OF TRUST 

1.1 T r u s t  Pu-oses. By t h i s  instrument t h e  T rus to r s  e s t a b l i s h  
a revocable  l i v i n g  t r u s t ,  to be known as "THE C AND P BEAWAIS 
TRUST" f o r  t h e  following purposes: 

(a) . To avoid probate on t h e  Trus t  Property when each of 
them dies;  

(b) To provide a. vehicle f o r  t h e  management of t h e i r  
f i n a n c i a l  a f fa i r s  i f  one or both of them becomes incompetent; and 

(c) To p lan  for the order ly  d i s t r i b u t i o n  of their assets 
af ter  t h e  death of each of them. 

1.2 DescriDtion of T r u s t  Assets. The T rus to r s  t r a n s f e r  t o  t h e  
Trus tee ,  without  cons idera t ion , .  t h e  proper ty  described in t h e  
a t tached  Schedules A, B, and C.  schedule A is t h e  Trus tors '  
community property,  although p r i o r  ownership may have been by 
either Trus to r  as h i s  separa te  property o r  by t h e  Trus to r s  toge ther  
as t h e i r  j o i n t  p roper ty  and although t h e  t r a n s f e r  t o  t h i s  t r u s t  may 
be deemed a gift from one Trustor  t o  t h e  o the r .  The Trus tors  agree 
t o  be bound by e l l  appl icable  r u l e s  of law, both s t a t u t o r y  and 
o t h e r ,  r e spec t ing  community property for  a l l  purposes. The 
proper ty  listed on Schedule B ox designated as Schedule B property 
is t h e  husband T r u s t o r ' s  separate  property and the property l i s t e d  
on Schedule C or designated as Schedule C property is t h e  w i f e  
T r u s t o r ' s  separate property.  Any Trus t  Property not  l isted on a 
schedule  and n o t  designated otherwise s h a l l  be deemed t o  be t h e  
T rus to r s '  community property.  The sepa ra t e  property of each 
Trus to r  and the  community property of both Trus tors ,  a l l  income, 

'\ h 
.. 

-. 

. 
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SECOND AMENDMENT TO 
THE C AND P BEAUVAIS TRUST, DATED MAY 2,1991 

On May 2, 1991 , CHARLES E, BEAUVAIS and PATRICIA M. BEAUVAIS, as 

Trustors and Trustees did create the “C AND P BEAUVAIS TRUST”. Pursuant to Article 

I l l ,  Powers Reserved bv the Trustors, surviving Trustor, PATRICIA M. BEAUVAIS 

hereby deciares the following to be a Second Amendment to sais Trust Agreement. 

FIRST: I hereby amend Section 7.1 of Article VI1 of that trust agreement to read 
as follows: 

7.1. Survivor’s Trust. The Trustee shall distribute the Survivor‘s Trust as 
the surviving Trustor directs. During any period in which the surviving Trustor is 
incompetent, the Trustee shall from time to time distribute such amounts of the 
Sutvivor‘s Trust as the Trustee determines approprfate for the health care, 
maintenance, support and welfare of the surviving Trustor, and anyone (other than the 
Trustee) dependent upon the surviving Trustor. Distributions may be made for the 
income or principal of the Survivor‘s Trust as the Trustee determines appropriate. 
Upon the death of the surviving trustor, the balance of the Survivor’s Trust shall be 
distributed in accordance with the attached Schedule F with the most recent date, in the 
percentages indicated thereon; provided, except, if an individual named or described 
thereon is not then living, his or her share shall lapse and shall instead be disposed of 
as part of the residue of the estate. 

SECOND: I hereby amend Section 8.3 of Article Vlll of that trust agreement to 
read as follows: 

8.3 Consolidation of all Trusts uoon death of Surviving Trustor. Upon the 
death of the last Trustor to die, the Trustee shall consolidate any assets from the 
Bypass Trust, the QTlP Trust, GST Exempt Trust and the Survivor‘s Trust and 
admlnister the entire Trust Estate in accordance with the attached Schedule F with the 
most recent date, in the percentages indicated thereon; provided, except, if an 
individual named or described thereon is not then livlqg, his or her share shall lapse and 
shall instead by disposed of as part of the residue of the estate. 

THIRD: I hereby revoke and delete Section 8.4 of Article Vlll in its entirety. 

ACC009205 
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FOURTH: I hereby amend Section 8.5 of Article Vlll of that trust agreement to 
read 8s follows; 

8.4 In the even that the provisions of Section 8.1 through 
8.3 fail to provide'for the administration and distributlon of any or all of the Trust Estate, 
at such time as such event shall occur, as to any such portion of the Trust Estate, the 
Trust shall terminate and the Trustee shall then pay over and distribute the remaining 
principal and income of such portion by allocating one-half to the heirs of CHARLES E. 
BEAUVAIS and one-half to the heirs of PATRICIA M. BEAUVAIS. 

I hereby amend Section 9.8 of Article IX of that trust agreement to 

Determination of IncomDetencv, The determination of incompetency of a 

Dlsaster Clause, 

FIFTH: 
read as follows: 

9.8 
Trustor or a Trustee under this instrument shall be made based upon a written 
statement by (a) a Trustor who is competent or, if none, RICHARD SCHMERMAN, if 
living and competent, and (b) a physician, psychologist, or other licensed health care 
professional who is reasonably trained and experienced in dealing with incompetency 
and who is familiar with the person's conditlon. No person shall participate in the 
determination of his own competency and the Trustee may rely upon such written 
statement. 

I hereby amend Section 10.1 of Article X of that trust agreement to 

I 

SIXTH: 

10.1 Authoritv of Trustorfs} to Serve as Trustee. 

read as follows: 

If either original T 
resigns or ceases to act as Trustee for any reason, the other Trustee shall bec 
Trustee, without the execution of any document. If neither Trustor is acting as 
for any reason, RICHARD SCHMERMAN if able and willing, otherwise, GARY FREED, 
shall serve as sole Trustee. As regards to Survivor's Trust, upon the failure of 
PATRICIA M. BEAUVAIS to act as Trustee for any reason, then RICHARD 
SCHMERMAN shall serve as First Successor Trustee, and if for any reason, he is 
unable to serve, then Gary Freed shall serve as Second Successor Trustee. 

SEVENTH: I hereby revoke in its entirety Section 10.4 of Article X of that trust 

In all other r'espects, I confirm and readopt the remaining provisions of that trust 
agreement, reserving myself the right to amend further that trust agreement and this 
amendment thereto myself. 

,2005. 

ACC009206 
SCHMERMAN 

FIlE#8145 

ST SCHMERMAN 000077 



. "I . . .  , 

The undersigned acknowledge receipt of and consent to the foregoing 
amendment as of the day and year last above written. 

STATE OF ARIZONA ) 

County of Maricopa 1 
) ss. 

This instrument was subscribed and acknowledged before me this z d a y  of 
$d$.,,2005, by Patricia M+ Beauvais, as trustor, for the purposes contained therein. 

IN WITNESS WHEREOF, I hereunto set my hand and official seal. 

LJ 
Notary Public 

My Commission Expires: 2 _-__- -...-.-.--.. -"-. .--- .>. 
'TINA M, RAMIREZ 

NOTARY PUBLIC-ARIZONA 
MARICOPA COUNTY 

My Cornmission Expires i November 27.2005 

STATE OF ARiZONA 1 

County of Maricopa 1 
) ss, 

This instrument was subscribed and acknowledged before me this .day of 

IN WITNESS WHEREOF, I hereunto set my hand and official seal. 

20&, by Patricia M. Beauvals, as trustee, for the purposes contained herein. * 
L/ 

Notary Public 

My Commission Expires: 

.... b. ACC009207 
SCHMERMAN 
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SCHEDULE F 

THE C AND P BEAUVAIS TRUST 

Pursuant to section 7.1 and/or 8.3 of this trust, the Trustee shall allocate an 
amount equal to One Hundred Percent (100%) of the Net Trust Property for the benefit 
of the below named, in the percentages indicated opposite their names: 

Percentaue 
2 
I O  
10 
I O  
4 
4 
2 
10 
I O  
2 
2 
5 
5 
5 
5 
2 
2 
2 
2 
2 
2 
2 

flame 
The Benedictines at Holy Trinity Monastary 
Catholic Charities USA 
Catholic Relief Services 
The Cenacle 
Casa Santa Cruz 
St, Mary's Basilica 
St. Lawrence Seminary 
Pierre V. Perryrnan* 
Marcia Hanford Perryman 
Paul Perryman Jr. 
Claudia Perryman Kepner 
Oesert Botanical Garden 
Phoenix Zoo 
Agnes Beauvais Labelle 
Conservator of Philip Charles Labelle 
Suzanne Labelle Fiedler 
Robert Labelle 
John Labelle 
Mark Perryman 
Marie Perryman Burke 
Michelle Pertyman Montogomery 
Mary Henderson 

I 100% 

* In the event Pierre V, Perryman predeceases me, his portion shall be divided among 
his then living children. I 

ACC009208 
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SCHEDULE F 

THE C AND P BEAUVAIS TRUST 

Pursuant to section 7.1 andlor 6.3 of thls trust, the  Trustee shall allocate an 
amount equal to One Hundred Percent (100%) of the Net Trust Property for the benefit 

' of the below named, in the percentages indicated opposite their names: 

Percentaue 
2 
10 
10 
10 
4 
4 
2 
10 
I O  
2 
2 
5 
5 
5 
5 
2 
2 
2 
2 
2 
2 
2 

Name 
The Benedictlnes at Holy Trinity Monastary 
Catholic Charities USA 
Catholic Relief Sewices 
The Cenacle 
Casa Santa Cruz 
St, Mary's Basllica 
St. Lawrence Seminary 
Pierre V. PerTyman* 
Marcia Hanford Perryman 
Paul Perryman Jr, 

. Claudia Perryrnan Kepner 
Desert Botanical Garden 
Phoenix Zoo 
Agnes Beauvais Labelle 
Conservator of Philip Charles Labelle 
Suzanne Labelle Fiedler 
Robert Labelle 
John Labelle 
Mark Perryman 
Marie Perryman Burke 
Michelle Perryman Montogomefy 
Mary Henderson 

100% 

* In the event Pierre V. Perryrnan predeceases me, his portion shall be divided among 
his then living children. 

ACC009209 
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ST SCHMERMAN 000080 
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Saenz-Daly, Tanya 
__ ___ 

~~ 

Subject: 
Attachments: Doc2.doc 

Please attach to deed and trsut cert 09008204 ... PLEASE RECORD ASAP ... THANKS!!!! :-) 

5/20/2009 

ACC009210 
SCHMERMAN 

F L E W 4 5  

ST SCHMERMAN 000081 



SECURITY TITLE AGENCY 
8130 E. Cactus Rd., Ste. 520, Scottsdale, AZ 85260 

(602)953-4818 FAX (602)953-4819 

1 ST USA REALTY 
Attn: KATHY B. WRIGHT 
81 20 E. CACTUS ROAD SUITE 31 0 
SCOTTSDALE, AZ 85260 

Date: May 20, 2009 
Escrow No.: ST09008204-ST54 
Borrower: THE 1031 EXCHANGE 
EXPERTS, LLC AS QI FOR JAMES 
PATRICK BARNES, EXCHANGER 
Loan No.: 

Arizona- 

The above referenced escrow has closed as of May 20, 2009. The following items are enclosed: 

CLOSING PAKCAGE 

Any documents other than those listed above to which you are entitled will follow under separate 
cover. 

We trust that this transaction has been handled to your satisfaction and that we may have the 
pleasure of serving you again in the future. 

Sincerely, 

Tanya Saenz-Daly 
Escrow Branch Manager 
(602)953-4818 

enclosure(s) 

F DAzo784.rdw 
ACC009211 
S C H M E R MA N 

FIlEM145 Letter (Closing) 

ST SCHMERMAN 000082 



SECURITY TITLE AGENCY 
8130 E. Cactus Rd., Ste. 520, Scottsdale, AZ 85260 

(602)953-4818 FAX (602)953-4819 

REALTY EXECUTIVES 
Attn: BEVERLY HAARMAN 

Date: May 20,2009 
Escrow No.: ST09008204-ST54 
Borrower: THE 1031 EXCHANGE 
EXPERTS, LLC AS QI FOR JAMES 
PATRICK BARNES, EXCHANGER 
Loan No.: 

The above referenced escrow has closed as of May 20, 2009. The following items are enclosed: 

CLOSING PACKAGE 

Any documents other than those listed above to which you are entitled will follow under separate 
cover. 

We trust that this transaction has been handled to your satisfaction and that we may have the 
pleasure of serving you again in the future. 

Sincerely, 

Tanya Saenz-Daly 
Escrow Branch Manager 
(602)953-4818 

enclosure(s) 

FDAZ0784.rdw ACC009212 
SCHMERMAN 

FILEM145 

Letter (Closing) 

ST SCHMERMAN 000083 



SECURITY TITLE AGENCY 
8130 E. Cactus Rd., Ste. 520, Scottsdale, AZ 85260 

(602)953-4818 FAX (602)953-4819 

THE 1031 EXCHANGE EXPERTS, LLC AS 
QI FOR JAMES PATRICK BARNES. 

Date: May 20, 2009 
Escrow No.: ST09008204-ST54 
Borrower: THE 1031 EXCHANGE 
EXPERTS, LLC AS QI FOR JAMES 
PATRICK BARNES, EXCHANGER 
Loan No.: 

Arizona = 
The above referenced escrow has closed as of May 20, 2009. The following items are enclosed: 

FINAL STATEMENT 

Any documents other than those listed above to which you are entitled will follow under separate 
cover. 

We trust that this transaction has been handled to your satisfaction and that we may have the 
pleasure of serving you again in the future. 

Sincerely, 

Tanya Saenz-Daly 
Escrow Branch Manager 
(602)953-4818 

enclosure(s) 

FDAZO784.rdw 

ACCOO9213 
SCHMERWN 

FILEMI45 

Letter (Closing) 

ST SCHMERMAN 000084 



SECURITY TITLE AGENCY 
8130 E. C8CtUS Rd., Ste. 520, Scottsdale. AZ 85260 

(602)953-4818 FAX (602)953-4819 

THE "C AND P" BEAUVAIS BYPASS 
TRUST, CREATED APRIL 1,1997 
5312 N. 12TH STREET #301 
PHOENIX, A2 85014 

Date: May 20, 2009 
Escrow No.: STO9008204-ST54 
Borrower: THE 1031 EXCHANGE 
EXPERTS, LLC AS QI FOR JAMES 
PATRICK BARNES, EXCHANGER 
Loan No.: 
ProDertv Address: 

Sincerely, 

Tanya Saenz-Daly 
Escrow Branch Manager 
(602)953-4818 

enclosure(s) 

FDAZ0784.rdw 

ACC009214 
SCHMERMAN 

FILE#8145 

The above referenced escrow has closed as of May 20,2009. The following Items are enclosed: 

FINAL STATEMENT 

Any documents other than those listed above to which you are entitled will follow under separate 
cover. 

We trust that this transaction has been handled to your satisfaction and that we may have the 
pleasure of sewing you again in the future. 

Letter (Closing) 

ST SCHMERMAN 000085 



OWNER'S AFFIDAVIT AND INDEMNITY 

State of ARIZONA 1 
1 

County of MARICOPA 1 

To: Security Title Agency (the "Company") 
Re: Title Commitment No. ST09008204 (the "Commitment") 

The undersigned, having lawful authority to do so, (hereinafter called the "Affiant") makes the following statements and 
representations for the benefit of h e  "Company": 

1. 

2. 

3. 

Affiant is the owner or the legal representative of 1-1 Arizona -(Me 
"Property"), and is authorized to execute this Affidavit. 

Owner holds title to the real property (the "Property") as set forth in the above referenced Commitment. 

Owner is entitled to possession of the Property and there are no other persons or entities In possession of the 
Property, other than those tenants set forth as an Exhibit to this Affidavit. Furthermore, none of the tenants listed 
have any options to purchase, or right of first refusal to purchase the Property. 
nla 

i? o NEW tenant will take possession within I 5  DAYS PRIOR to close of escrow. 

There are no unrecorded options or contracts to purchase, unrecorded deeds, encumbrances, easements, rights 
of way, or other documents creating an interest in title to the Property, except as set forth as exhibits to this 

CHECK HERE IF THERE ARE NO TENANTS. 

4. 

Z J i k c K  HERE IF NONE 

5. There are NO contracts or arrangements for making any repairs, alterations, construction or other work on the 
Property. There are NO unpaid bills or claims for labor or materials and further, NO labor has been furnished 
including site preparation, nor any materials or equipment have been delivered to the Property in the last 150 days, 
except as set forth as an exhibit to this Affidavit. 

2 c H m x  HERE IF NONE 

In connection with the Company issuing its policy(ies), Affiant hereby indemnifies the Company from and against any 
and all loss, including costs, expenses, damages and reasonable attorneys' fees resulting from the inaccuracy of any of 
the foregoing statements. 

Dated: May 19, 2009 

IS BYPASS TRUST, CREATED APRIL I ,  1997 

( WHARD M. SCHMERMAN, SUCCESSOR 
J~RUSTEE 

Owner's Affidavit and Indemnity 
FDAZ0352. rdw 

ACC009215 
SCHMERMAN 

FILEW45 

ST SCHMERMAN 000086 



WTARY ACKNOWLEDGMENT(S) TO OWNERS AFFIDAVIT AND INDEMNITY 

Subscribed and sworn (or affirmed) before me- ’ dayof 1 V W  L , 2 0 u .  

(seal) 

TANYA R. SAEN 

0 

ACC009216 
SCHMERMAN 

FILEMI45 

Owner’s Affidavit and Indemnity 
FDAZO352.rdw 

J 

ST SCHMERMAN 000087 



SECURITY TITLE AGENCY 
8130 E. Cactus Rd., Ste. 520, Scottsdale, AZ 85260 

BUYER INFORMATION FORM 
PLEASE COMPLETE AND RETURN 

(602)953-4818 FAX (602)953-4819 

We are pleased to be handling this escrow for you. Your completion of this information form will help US enormously In the 
essing of this transaction: 

Work Phone No. 
0 Buyeds): 

HomcPhone No. 
Cell Phone: Email: 

2. Current Mailing Address: 

3. Buyer's exact vesting to be placed on Warranty Deed; please print your name exactly as you wish it to appear of record: 

Mark Applicable Item@) 
1 Husband and Wife 
] An Unmarried Man (divorced) 
1 An Unmarried Woman (divorced) 
J A Married Man 
] A Single Man (never married) 
] A Married Woman 
] A Single Woman (never married) 
] A Widow 

[ ] AWidower 
[ ] as Joint Tenants 

[ ] as sole and separate property' 
[ ] as Partnership (limited or general) 
[ ] Corporation (state) 
[ ] Community Property with Right of Survivorship 

] as Community Property 

[ 'If married, a Disclaimer Deed, Staternen1 of Infomation and 
appropriate instructions will need to be submitled. 

] A TRUST AS FOLLOWS: 
A full copy of the trust will be required. 

] As to an undivided -YO interest each, (tenants in common Only) 

close of escrow, Vwe will be: 
at the property address. 
at the following address until 
at the following address. (We will not be living In the property.) 

and then at the property. 
[ 
New Loan(s) Buyer(s) Are Applying For: 
Name Of Lender: 
Address: 
Agent's Name: Phone Number: 
Name Of Lender: 
Address: 
Agent's Name: Phone Number: 
New Insurance: 
Agent's Name: Phone Number: 
Address: 
Insurance Company: 

1 

Buyer's Information 
FDAZ0292.d~ 

ACC009217 
SCHMERMAN 

FILEM145 
ST SCHMERMAN 000088 



I DISBURSEMENTS SUMMARY I BALANCE SHEET 

FildEacrw Number: ST09008204 
Borrwer: THE 1031 WCHAIJQE EXPERTS, LLC AS QI FOR JAMES PATRICK BARNES, EXCHANGER 

Seller: THE 'C AND P'  BEAUVAIS BYPASS TRUST, CREATED APRIL 1.1997 
Lendec 

S&llement Agent Security Title Agency 
(602)053-4818 

Place of Settlement: 8130 E. Cactus Rd.. Ste. 520 

Properly Localion: #flP!!P 
Maricopa, AZ 

SettlemenVClosing Dale: 05ROROO9 

RECEIPTWDEPOSITS 
Transaction Reference Transactlon Deposit Memd 
T W  Medium Number Date Number Peyor Trans. From Amount 
Deposn(c) Check 541000485 05107/2009 54050709 JAMES PATRICK BARNES EARNEST MONE 5.000.00 
Deposll Cashierkc 541000522 05/19/2009 54051909 JAMES PATRiCK BARNES ' CLOSING FUNDI 111.~1.12 

US BklFBO James Barnes US BWFBO J a w  282.314.68 Wire(c) lnwming 912003552 05/1W009 

Total Posted Recelpts (3): 398,346.80 

Antklpated Buyer: 0.00 
Anticipaled Seller: 0.00 

Anticipated Loan Funding: 0.00 
Anticipated Real Estate Broker 0.00 

Total Anticipated Receipts: 0.00 

Total Antlcipated and Posted Receipts: 398,345.80 

DISBURSEMENTS 
Pending 

Payee Dwcrlptlon Amount 

Total Pending Disbursements 0: 
Posted 

Transaction Reference Transaction Memol 
Type Medium Number Date Payee Trans. To Amount 
Check Check 540002262 05/20/2009 1ST USA REALM Commissions 400.00 

Commission $1 1,970 00 
Less Disbursement To:KATHLEEN WRIGHT For:COMMISSION $:11,570.OO 

Check Check 540002265 0512W2M)Q AMERICAN HOME SHIELD Home Warranty 685.00 

Check Check 540002263 05/20/2009 KATHLEEN WRIGHT COMMISSION 11 ,!VO.W 

Check Check 54OOO2264 05/20/2009 Maricopa County Treasurer 2007 Counly Taxes t 3.445.22 

Check Chedc 540002266 05/20/2009 Maricopa Counly Treasurer 2008 County Taxes t 3,312.41 

Check Check 540002281 05/20R009 REALTY EXECUTIVES Commissions 7.9s0.00 

Penalty 

Penalty 

Commission $7,980.00 
Transfer 544000364 05/20/2008 Security Titk A ency 

8etllement or Closing Fee $814.00 
Tltk, Insurance 51.540.00 

0509JP 2,408.00 

Recording Fee l%ed'$18.00 
TRUST CERT $1 8.00 
DEATH CERT $18.00 

Wire OutgoingW 543000417 05/20/2009 THE "C AND P" BEAWAIS BYPASS Closing Pmceeds 368.645.17 

Total Posted Dlrbunementa(8): 398,345.80 

398,345.80 Total Pending and Posted Disbursements (8): 

n n  /I 
0.00 
0.00 

. 
Prepared By \ ApprovedBy 

ACC009218 
SCHMERMAN 

FILEW145 PW8 1 Of 1 



Single Ledger Balance Report 

- Selection Criteria 

Trust Account Number: 754456218 
Trust Account: STJP Trust Account Desaiphon: STJP 

File ID: ST09008204 Client / Matter: THE 7031 EXCHANGE €XPERTS 
Responsible Party. AgullarY Ledger Comment: 

Settlement Date: OWO/O9 Property: 
Starting Date: Ending Date: 

ReflCk Trans. Payee Name Cleared 
Number Date Memo Medium Date Amount 

[Deposits 1 
541000485 05/07/09 JAMES PATRICK BARNES Check 05/08/09 

541000522 05/19/09 JAMES PATRICK BARNES CashletsC 
EARNEST MONEY DEPOSIT 

CLOSING FUNDS 
Total of 2 Deposits: 

[incorning wires 1 
912003552 05/15/09 US BWFBO James Barnes Incoming W 05/18/09 

US BWFBO James Barnes 
Total of 1 Incoming Wip: 

/Checks 'L 
540002261 05/20/09 REALM EXECUTIVES Check $7,980.00 

540002262 05/20/09 1ST USA REALTY Check $400.00 

540002263 05/20/09 KATHLEEN WRIGHT Check $1 1,570.00 

540002264 05/20/00 Maricopa County Treasurer Check $3,445.22 

540002265 o~/zomg AMERICAN HOME SHIELD Check $585.00 

Commissions 

Commissions 

COMMlSSiON 

2007 County Taxes + Penally 

55,000.00 

$11 1,031.12 

$116,031.12 

$282,314.68 

$282,314.68 

Home Warranty 

2008 County Taxes + Penalty 
540002266 05/20/09 Mancopa County Treesurer Check $3,312 41 

Total of 6 Checks: $27,292.63 

[Transfer (-) 

544000364 05R0/09 Security Title Agency To 0509JP $2,408 00 

$2,408.00 

J 

I 

Settlement Agents Fees 
Total of 1 (-) Transfer: 

loutgoing wires 

5430004 17 05/20/09 THE "C AND P" BEAUVAIS BYPAS: OutgoingWi $368,645.17 
Closing Proceeds 

Total of 1 Outgoing Wire: $36a,66.17 

Report Totals: Balance: $0.00 

PaQ*ld? DaWdReWn 5ROIDo 
TLmo ol Ram 03 12 17PM 

~epor te~  v m r  

ACC009219 
SCHMERMAN 

FILE#8145 

ST SCHMERMAN 000090 



Single Ledger Balance Report 
ReflCk Payee~ ime Amount 
Number at4\ Memo 

\ 
\ \ A ~ & A  signature 

i W J 

ACC009220 
SCHMERMAN 

FILE#8145 

ST SCHMERMAN 000091 



i 

*** REAL ESTATE CLOSING **** 54000226 I 
BuyerlBorrower. THE 1031 EXCHANGE EXPERTS, LLC AS 91 FOR JAMES PATRICK BARNES, EXCHANGER 

Seller: THE, "C AND P' BEAUVAIS BYPASS TRUST, CREATED APRIL 1,1997 
: Lender: ' Pr0perly:l-l 

Settlement Date: May 20,2009 
Disbursement Date: May 20, 2009 

Check Amount $7,080.00 

Closer/RespMlsible Party: DALYT 

(STO9008204. PF D/ST09008204/43) 
Pay To: R,EALTY EXECUTIVES 

For: Commissions 

Commission $7,980.00 

-. SECURITY TITLE AGENCY 
Escrow Trust Account 
8130 E. Cactus Rd., Ste. 520 
Scottsdale, AZ 85260 
(602)953-4818 

. . . _  . ,~~,,.~~;~. . _-: .... *-...-...- 
, ,. ..,.. ~ , . ~ ~ . , , ~ ~ , ~ ~ ~ ~ ~ ~ ~ ~ ~ j , ~ ~ : ~ : , : : ~ . '  ' . , 

JPMorgan Chase Bank, 540002261 
Phoenix, AZ 

ST09008204 
Commissions . . .. 91-2/1221 

. .  

Seven Thousand Nine Hundred Ei Dollars 
DATE . AMOUNT 

May 20,2009 $ *****7,980.00 . 
. , . . l i  . .  

S 

NON-NEGOTIABLEIFILE COPY MEMO 

ACCOO9221 
SCHMERMAN 

FILEM145 

ST SCHMERMAN 000092 



,... 

**** REAL ESTATE CLOSING **** 640002262 
,- 

1 BuyerlBorrwm THE 103'1 EXCHANGE EXPERTS, LLC AS Qi FOR JAMES PATRICK BARNES, EXCHANGER 
Seller. THE "C AND P" BEAUVAIS BYPASS TRUST, CREATED APRIL 1,1997 

Settlement Date: May 20,2009 
Disbursement Date: May 20,2009 

Check Amount 6 400.00 (ST0~008204.PFD/SToS008204/43) 
Pay To: IST USA REALTY 

For: Commissions 

.I,- 
Closer/ResponsiMe Party: DALYT 

Comrnissiori $11,970.00 
Less Disbursement To:KATHLEEN WRIGHT FoKCOMMI$SION $:11,570.00 

SECURITY TITLE AGENCY, 
Escrow Trust Account 
8130 E. Cactus Rd., Ste. 520 
Scottsdale, AZ 85260 
(602)953-4818 

PAY Four Hundred and 00/100 

MEMO 

DATE 

May 20,2009 

i 

540002262 
ST09008204 
Commissions 

Dollars 
AMOUNT 

.$ *****400.00 

CUSTODIAL ESCROW ACCOUNT 

NON-NEGOTIABLEIFILE COPY 

ACCOO9222 
SCHMERMAN 

FILEMI45 

ST SCHMERMAN 000093 



W* R , U L  ESTATE CLOSING - 7  $7, 540002ii83 
BuyerlBorroher: THE 1031 EXCHANGE EXPERTS, LLC AS QI FOR JAMES PATRICK BARNES, EXCHANGER . 

Seller: THE "C AND P" BEAUVAIS BYPASS TRUST, CREATED APRIL 1.1997 

Property: Lender: : 
Settlement Date: May 20, 009 

Check Amount $ 11,570.00 
f 

(ST09008204. PFDIST09008204/43) 
Disbursement Date: May 20, 4 009 

Pay To: KATHLEEN WRIGHT . 
For: COMMISSION 

Closer/Respbnsible Paw: OALn 

I 

I 

SECURITY TITLE AGENCY 
Escrow Trust Account 
8130 E Cadus Rd , Ste 520 
Scottsdale, AZ 85260 
(602)953-4818 

nd Five Hundred S 0 

MEMO 

Dollars 

DATE AMOUNT 

May 20,2009 $ *****I 1,570.00 . 
--. 

CUSTODIAL ESCROW ACCOUNT 
.... . .  

NON-NEGOTIABLEIFILE COPY 

ACC009223 
SCHMERMAN 

FILEM145 

ST SCHMERMAN 000094 



I 

i 

BUyerlBorrower: THE 1031 EXCHANGE EXPERTS, LLC AS QI FOR JAMES PATRICK BARNES, dCHAN6/ER 

**W REAL ESTATE CLOSING '*** 540002264 

Seller: THE "C AND P" BEAUVAIS BYPASS TRUST, CREATED APRIL 1,1897 I 

Settlement Date: May 20, 2009 
Disbursement 0ate:May 20,2009 

Check Amount: $3,445.22 (STOsOb8204.PFD/STO82&/43) 
Pay To: Maricopa County Treasurer 

For: 2007 County Taxes + Penalty 
1 1 1-08-093 

CRserlResponsibk P w  DALYT . 

. .  ', ,;:Cis :, . . ~ ~ : ~ , ~ ~ ~ ~ f f i ~ ~ ~ ~ ~ , - ~ ~ ~ ~ ; ~ ; : ,  '., :.. . 

SECURITY TITLE AGENCY .. JPMorgan Chase Bank, 54000;1264 
ST09008204 

2007 punty  Taxes + Penalty 

Escrow Trust Account Phoenix, A2 
8130 E. Cactus Rd., Ste. 520 

91 -24 221 
' Scottsdale, Az 85260 

(602)953-4818 " , 

Dollars PAY Three nd Four Hundred Fo 100 
DATE AMOUNT 

May 20,2009 $ *****3,445.22 

CUSTODIAL ESCROW ACCOUNT 

NON-NEGOTIABLE/FILE COPY MEMO 111-08493 

i 

.. . 

ACC009224 
SCHMERMAN 

FILE#8145 
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*M FEAL ESTATE CLOSING *** 540002265 
BuyerBorrower: THE 1031 EXCHANGE EXPERTS, LLC AS QI FOR JAMES PATRICK BARNES, EXCHANGER I 

Seller: THE "C AND P BEAUVAIS BYPASS TRUST, CREATED APRIL I, 1997 

Settlement Date: May 20,2009 
Disbursement Date: May 20,2009 

Check Amount: $585.00 (STOsoO82&.PFDlSTO9oo82O4l43) 
Pay To: AMERICAN HOME SHIELD 

For: Home Warranty 
20674834 

CloserlResponsible Patty: DALYT 

.- .. 
\ 

I 
L 

\ Td!j;kp,-. * j ~ ~ ~ - ~ ' & ~ l J & f [ ~ ~ ~  ,/ 
' 

: . 
540002265 SECURITY TITLE AGENCY 

Escrow Trust Account 
8130 E. Cactus Rd., Ste. 520 
Scottsdale, AZ 85260 
(602)953-4816 

JPMorgan Chase Bank, 
Phoenix, A 2  

ST09008204 
Home Warrant$, 94 -211 221 

DATE 

May20,2009 

Dollars 
AMOUNT 

$ *"**585.00 

TO THE 
ORDER OF 

MEMO 20674934 

CUSTODIAL ESCROW ACCOUNT 

NON-NEGOTIABLEIFILE COPY 

ACC009225 
SCHMERMAN 
FILE1Y8145 

ST SCHMERMAN 000096 



**** REALESTATE CLOSING **** 

BuyerlBomower. THE 1031 EXCHANGE EXPERTS, LLC AS QI FOR JAMES.PATRICK BARNES, EXCHANGER 
Seller. THE'C AND P BEAUVAIS BYPASS TRUST, CREATEDAPRIL 1,1997 

Lender: 

ClosqrlResponsible Party: DALYT 
Property: J 

Settlement Date: May 20,2009 
Disbursement Date: May 20, 2009 

Check Amount: $3,312.41 (ST09008204.PFD/ST09008204/43) 
Pay To: Maricopa County Treasurer 

For: 2008 County Taxes + Penalty 
1 11-08-093 

SECURITY TITLE AGENCY 
Escrow Trust Account 
8130 E. Cactus Rd., Ste. 520 
Scottsdale, AZ 85260 
(602)953-4818 

PAY Three Thowand Three Hundred Twelve and 411190 

MEMO 111-08-093 

, : , .,, ,;Fj <;-Jf~g@~<~y;:~<j 1;;:.; ' . , . ... 

JPMorgan Shase Bank,"'i 540002266 
Phoenix. AZ 

ST09008204 
2008 county Taxes + Penalty . 91-211.221 

Dollars 
DATE AMOUNT 

May 20,2009 $ *****3,312.41 

,bUSTODIAL ESCROW ACCOUNT 

NO N-NEGOTI AB LUF ILE COPY 

ACC009226 
SCHMERMAN 

FILE#8145 

ST SCHMERMAN 000097 



~~ 

Outgoing Wire Form 1 
Settlement Agent Name: 
FileJEscrow Number: ST09008204 
Settlement Date: 5/20/2009 
ClientJMatter: THE 1031 EXCHANGE EXPERTS 

Security Title AaencV 

Ledger Comment: 
Property Address: 

Tmnsaction Date: 
Trust Accounting Date: 
Reference Number: 
Payee Name: 

5/20/2009 . 

5/20/2009 
5430QQ417 
THE "C AND P" BEAUVAIS BYPASS Amount: 9 368,645.17 

Wire Transfer Source 

Trust Account Code: STJP 
Trust Account Bank Name: STJP 
Trust Account Number: -6218 

Wire Transfer Destination 

To Bank: 
ABA Routing Number: 
Credit Account Name: 
Credit Account Number: 15752  

Memo: Closing Proceeds 

SUNWEST FEDERAL CREDIT UNION 
322 172 506 
C&P BEAWAIS TRUST 

Book keep 

Wire Release 
Bank Contact: Time: 
Account No. : .Date: 
Test Code: 
SequenmJReference : 
Releaser Signature: 

County Book 

Use Only 

Verification 
Time: 
Date: 
Name of Authorized Person: 
Wire Verifier Signature: 

2eping copy 

Date of Report: 5/20/09 
n r n e H g - , $ W  AN 000098 

Page 1 of 1 

ACC009227 
SCHMERMAN 

FILEM145 
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Aguilar, Yolanda C. 

From: STPhoenixWireBoard 
Sent: 
To: 
Subject: Wire on ST54ST09008204-DALYT in the amount of $368,645.17 received May 21 2009 

- _I- 

Thursday, May 21,2009 8:24 AM 
Saenz-Daly, Tanya; Aguilar, Yolanda C. 

File: ST54-ST09008204-DALYT 

Amount Cust Reference QP-e Date Bank Reference 

Outgoing Money Transfer May 21 2009 1467300141 $368,6451 7 

YOUR REF=NONREF/ PAID TO=FST CORP CU PHO FIRST CORPORATE CREDIT UNION PHOENIX AZ 85015-5428/ FED 
lD=322184578/ ACCT PARTY=/322172506 SUNWEST FCU/ REMARK=C AND P BEAUVAIS TRUST 175752 CLSG PRCDS 
ST09008204/ REC GFP=05211451/ MRN SEQ=00141 J014673/ F 

*** If you believe this wire was applled to the above file incorrectly please notify the accounting 
department. Please DO NOT Reply to this email. *** 

ACC009228 
S C H M E W N  

FILE#Bl45 

ST SCHMERMAN 000099 



Fee Ticket 
t 

Revenue Transfer Branch Code: OrderlFirm File Number: 
Transaction Date: STBCSecurity Title Age ST09008204 

Settlement Date: Product Code: Closer: May 20,2009 
May 20,2009 Resale DALYT 

Bill Bill Code 
Code Line Desctbtlon Amount Total Amount 
ESC 814.00 

1 101 Settlement or Closing Fee 814.00 
Payee: Security Title Agency 

REC 
1201 Recording Fees 

Payee: Security Title 

Payee: Security Title 

Payee: Security Title Agency 

1204 TRUST CERT 

1205 DEATH CERT 

TP 
1 108 Title Insurance 

Payee: Ticor Title Insurance Company 

TOTAL FEES: 

18.00 

18.00 

18.00 

1.540.00 

54.00 

1,540.00 

2,408 .OO 

ACC009229 
SCHMERMAN 

FILE#8145 

portion of fee noted as Paid Outside Closing . 
CORPOOO 004.RPT Page 1 of 1 oq 100 



I Incornha WirelDirect Debosit Confirmation I 
Settlement Agent Name: 
FilelEscrow Number: ST09008204 
Settlement Date: 5120i2009 
ClienVMatter: THE 1031 EXCHANGE EXPERTS 
Ledger Comment: 
Property Address: 

Security Title Agency 

Transaction Date: 511 512009 
Trust Accounting Date: 5/18/2009 
Reference Number: 912003552 
Funds Applied Towards: Buyer Amount: $ 282,314.68 

Wire Transfer Destination 

Trust Account Code: STJP 
Trust Account Bank Name: STJP 
Trust Account Number: -6218 

Wire Transfer Source 

From Bank: US Bank 
Person Calling: Yolanda Aguilar 

ABA Routing Number: 
Bank Sequence Number: 5125909135 

Received ,, Wi relD gfD$qbT"*" i r 

Time: : . M  

US BWFBO James Barnes 

NOW Of Closino Protectiolt Pursuant to ARS §6-841.02, Buyers and Sellers of a residential dwelling are notiMd that the title Insurer may offer a closing protection 
lener mat provides proleclbn lol the loss of escrow monies due to fraud or dishonesty of the e s u m  agent. For plrposes of mis no l i .  'restdentiel dwelilng" means 
en Owner occupied slructure or an investment properly lhat is designed for residential use by four or fewer families. 

If yw do not set up an interwt bearing ~CCOMI, as a result .Secwity W e  Agency may receive an array of bank services. accommodations or other benefits from the 
depository. which shall accure to Security Title Agency and its effilales. 
Security Title Agency will have M obligatbn lo acmunl Io you the value of such sewiws. ammmodal ins or other banefils. 

Ndice of Riaht to Fa- PUrSUanl lo ARS g6-e34(D), notice is hereby given of the righl lo earn interest on escmwed funds. An interest bearing account may 
be opened on your behall, as follows: 
1. You must ask ywr Esuow Agent lo set-up an interest bearing account on your behalf 
2. You agree lo pay the ewow service charge in the amount of S 50 for establishlng such an account 
3. To establish an interest bearing account, ask for an 'Interest Bearing Acwunl Aulhoririition". You may also be asked to complete an IRS 
Form W8 andlor provide your US. Taxpayer ldentifmtion Number as may be required by ihe deposilory to establish such an awun l .  

Any forms requested must be completed and returned to your Escrow Agent before such an account can be opened with the depositor/. 
4. You m y  contacl your Escrow Agent at Security ni le Agency 8130 E. Cadus Rd.. Ste. 520, Phone: (602)953-4818 Fax:(W2)953-4819. 
As an axample, the estlrnated amount 01 interest you may earn on a deposit of $1,000 for a 30 day period at an estimated savings account interest rate of 2% per 
annum is S I  .67. interest earned is dependant upon the amount of the deposit. the time of deposit and prevailing interest rat€! 81 the time. 

Pursuant la A.R.S. 56-841.03. Notice is hereby given that the monies deposited into an escrow account are not insured against loss from fraud or then by the State of 
Arizona or Ihe United States government. However, escrowed funds are deposited with depositories that are insured by !he Federal Deposit lnsuram Corporation 



_. 
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, 
Aguilar, Yolanda C, 

From: STPhoenixWireBoard 

Sent: 
To: 
Subject: Wire on ST54-ST09008204-DALYT in the amount of $282,314.68 received May 15 2009 

Monday, May 18,2009 10:22 AM 
Saenz-Daly, Tanya; Branch54; Agullar, Yolanda C. 

File: ST54-ST09008204-DAlYT 

Amount QDe me m Reference Cusi Reference 

000151 703420993 CHICAGO TITLE INSURANCE COMPANY 
ESCATTN ACCOUNTING DEPARTMENT 2555 E CAMELBACK RD STE $282,314.68 
500 PHOENIX,AZ,85016 

May ' 51 25909 135 Incoming 
Money Transfer 2009 

YOUR REF=090515028044/ REC FROM=US BANK ARIZONA 320 N CENTRAL AVE PHOENIX AZ 85004-21 1 1 /  FED 
ID= 1221 051 55/ B/O CUSTOMER=/000151703420993 CHICAGO TITLE INSURANCE COMPANY ESCAllN ACCOUNTING 
DEPARTMENT 2555 E CAMELBACK RD STE 300 PHOENIX,AZ,85016/ REM 

*** If you believe this wlre was applied to the above file incorrectly please notify the accounting 
department. Please DO NOT Reply to this email. *** 

511 8/2009 

ACC009231 
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I Receipt for Funds - t 
Settlement Agent Contact Info: Semement Agent Name: Security Title Agency ' 

Flle/Escrow Number STOW08204 

SetUement Date: 5/20/2009 Phone: (802)953-4818 Fax: (W2)@34819 
Ckntrrmatter: THE 1031 EXCHANGE EXPERTS 

8130 E Cadus Rd , %. 520 Scattsdale, AL 85260 

Ledger Comment. 

Property Address: -I 
Trust Accounhng Date 511 9/2009 
Trust Account Code: STJP 
Tntsl Account Bank Name: STJP 
Trust Account Number: -218 

Transaction Date: 5/19j2009 

Deposit Number: 
Received From: JAMES PATRICK BARNES 

' Reference Number: 541000522 

Funds Applied Towards: Buyer 

Type of Funds Received: CashietsC 
From Check Number: -415 

Accounl Number: m 4 0 9  
Bank Drawn On: CHASE 

ABA Routing Number: 1221 00024 

Memo: CLOSING FUNDS 

Received the above fun&: I 

Amount: $ 111.031.12 

Page 1 of 1 Date of Report: Y i W  
Time of Repan: 04:21:58PM 

ReportBy: ldaC . 

Date 05/19/2009 
Remifter JAMES P BARNES 

\ 

i 
I 

%y: ONE HUNDRED ELEVEN THOUSAND 
THIRTY ONE DOLLARS AND 12 CENTS 

$ r+tn*+t 111,031'.12 - i 
ACC009232 p g o d h e  SECURITYTITLI~ \ 1 

ERMAN 000 103 
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I - - -  ~ Receipt for Funds I 
Settlement Agent Name: 
FileEscrow Number: ST09008204 

Settlement Agent Contact Info: 

Sefflement Date: 
ClknVMatfer: JAMES PARTRICK BARNES 

Phone: Fax; 

Ledger Comment: 
Property Address: 
-~ -~ 

Trust Accounting Date: 5/7/2009 
Trust Account Code: STJP 
Trust Account Bank Name: STJP 
Trust Account Number: -218 

Transaction Date: 5/7/2009 
Reference Number 54 1000485 
Deposit Number: 
Received From JAMES PATRICK BARNES Amount: $ 5,000.00 

Funds Applied Towards: Buyer 
Type of Funds Received Check 
From Check Number 217 

Bank Drawn On: CHASE 

ABA Routing Number. 122 100024 

Memo EARNEST MONEY DEPOSIT 

Received \he apove funds: 

Account Number: -5466 

n 

ACC009233 
SCHMERMAN 

FILEMI45 

Page 1 of 1 Date of Report Y7x)B 
Vme oi Repoll: 03:05:32PM 

ReportBy: hldv 
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S E C U R ~ ~ Y  nnr AGENCY 
8130 E. pctus Rd., Ste. 520, ScoWak?, Az 85260 
' Phone: (602)953-4818 Fax: (602)953-4819 

I MASTER SETTLEMENT STATEMENT 

Date: May 20,2009 
Settlement Date: May 20,2009 

Buver: THE 1031 EXCHANGE EXPERTS 

Time: 03:13'PM 
Escrow No.; ST09008204 

Escrow Ofticer: TANYA DALY 

Seller: THE "C AND P" BEAWNS BYPASS 
5312 N. 12TH STREET #301 
PHOENIX, AZ 85014 

Proparty: 

SELLER 
Debit Credit 

1,214.20 

19,950.00 

407.00 

1,540.00 

18.00 
18.00 

3,445.22 

450.00 

3,312.41 

Flnancial Consideration 

Deposit or Earnest money 
1031 EXCHANGE PROCEEDS 
FUNDS TO CLOSE 

399,000.00 Total Cons'deratlon 

Prorations1 Adjustments 

BUYER 

Debit Credlt 

399,000.00 
5,000.00 

282,314.68 
111,031.12 

County Taxes at $3,144.70 1,214.20 
01/01/09to 05/20/09 

Commissions 
Listing Broker's .Commission to REALTY 
EXECUTIVES 399,000.00 Q 2.00% = 7,980.00 
Selling Broker's Commission to IST USA 
REALM 399,000.00 Q 3.00% = 11,970.00 

Escrow Charges 

SeUlement or Closing Fee 
Security Tltle Agency 

Title Charges 

Title Insurance 
Tkor Title Insurance Company 
ALTA Owner's Policy (06/17/2006) (Standard) 
for 399,000.00 1,540.00 

Recording Charges 
Recording Fees 
TRUST CERT 
DEATH CERT 

Other Debits/Credlts 
2007 County Taxes + Penalty 

Marlco a County Treasurer 
11 t-08-&3 
Horn Warranty 

20674934 
AMERICAN HOME SHIELD 

2008 County Taxes + Penalty 
Maricopa County Treasurer 

1 11-08-093 

407.00 

18.00 

135.00 



. 

SELLER BUYER 

' Debit Credit Debit CredR 

MASTER SETTLEMENT STATEMENT - Continued 

30,354.83 399,000.00 Subtotals 
0.00 Balance Due FROM 

368,645.17 Balance Due TO 

399,000.00 399,000.00 TOTALS 

399,560.00 399,560.00 
0.00 

0.00 
399,560.00 399,560.00 

ACC009235 
SCHMERMAN 
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SECURITY TITLE AGENCY 
8130 E. Cams Rd., Ste. 520, Scottrdale, AZ 85260 

Phone: (602)953-4818 Fax: (602)953-4819 

BUYER'S EmXMATED SETTLEMENT STATEMENT 

Date: May 19,2009 Time: 08: 14'AM 
Settlement Dale: May 20,2009 Escrow No.: ST09008204 

Buyer: THE 1031 MCHANGE EXPERTS, U C  Escrow Officer: TANYA DALY 

Seller: THE "C AND P" BEAUVAIS BYPASS 
5312 N. l2TH STREET #301 
PHOENIX, A2 85014 

Property: 

DEBIT CREDIT 

FINANCIAL CONSIDERATION 
Total Consideration 
Deposit or Earnest money 
1031 EXCHANGE PROCEEDS 

PRORATIONS/ADJlJSl?4ENT'S 

County Taxes at  $3,144.70 
.Ol/Ol/O9 to 05/20/09 

ESCROW CHARGES 
Settlementor Closing Fee 
RECORDING CHARGES 
Recording Fees 

OTHER DEBITS/CREDITs 
Home Warranty AMERICAN HOME SHIELD 

Security Title Agency 

Subtotals 
Balance Due FROM Buyer 
Totals 

Bvyer 

THE 1031 MCHANGE EXPERTS, UC. QUAUFIED QI FOR 

Seculty 'Illk Agency 
SeMment Agent 

20674934 

399,000.00 
5,000.00 

282,314.68 

1,214.20 

407.00 

18.00 

135.00 

399,560.00 288,528.88 
111,031.12 

399,560.00 399,560.00 

ACC009236 
SCHMERMAN 
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SECURITY TXW? AGENCY 
8130 E. pctus Rd., Ste. 520, scottsdale, AZ 85260 
. Phone: (602)953-4818 Fax: (602)953-4819 

SELLER'S ESI?[MATED SElTLEMENT STATEMENT c 
Date: May 19, 2009 Time: 08:29'AM 

Escrow No.: ST09008204 
Buyer: THE 1031 EXCHANGE MPERTS, LLC Escrow Officer: TANYA DALY 

Settlement Date: May 20,2009 

Seller: THE "C AND P" BEAWNS BYPASS 
5312 N. 12M SlREET #301 
PHOENIX, AZ 85014 

Property: - 
-Az- 

FINANCIAL CONSIDERATION 
Total Consideration 

DEBIT' CREDIT 

399~000.00 

PRORATIONS/ ADJUSTMENTS 

County Taxes at $3,144.70 
' 01/01/09 to 05/20/09 

COMMISSIONS 
Listing Broker's Commission to REALM EXECUTIVES 
399,000.00 @ 2.00% = 7,980.00 
Selllng Broker's Commission to 1ST USA REALTY 399,000.00 
0 3.00% = 11,970.00 

ESCROW CHARGES 
Settlement or Closing Fee 
TITLE CHARGES 
Tltle Insurance 
ALTA Owner's Policy (06/17/2006) (Standard) for 399,000.00 
RECORDING CHARGES 

Security Title Agency 

Ticor Tltle Insurance Company 

TRUST CERT 
DEATH CERT 

OTHER DEBITS/CREDITS 
2007 County Taxes + Penalty Marimpa County Treasurer 
Home Warranty AMERICAN HOME SHIELD 
2008 County Taxes + Penalty Marimpa County Treasurer 

Subtotsls 
Balance Due TO Sdler 
Totals 

Seller 

1 
/--'-- 

W'ky Title A g e ~  
Settlement Agent 

1,214.20 

19,950.00 

407.00 

1,540.00 

18.00 
18.00 

111-08-093 3,445.22 
20674934 450.00 
111-08-093 3,312.41 

30,354.83 399,000.00 
368,645.17 
399,000.00 399,000.00 

ACC009237 
SCHMERMAN 
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SECURllY TITLE AGENCY 
8130 E. Cactus Rd., Ste. 520, Scottsdale, A2 85260 

Phone: (602)953-4818 Fax: (602)953-4819 
~ __ 

MASTER SElTLEMENT STATEMENT I 
Date: May 19, 2009 lime: 08:04.AM 

Settlement Date: May 20, 2009 Escrow No.: $r09008204 
Buyer: THE 1031 EXCHANGE EXPERTS, U C  Escrow Officer: TANYA DALY 

Seller: THE "C AND P" BEALNAlS BYPASS 
5312 N. l2TH STREET #301 
PHOENIX AZ 85014 

Property: h-1 
BUYER 

Debit Credit 

SELLER 
Debit Credit 

1,214.20 

23,940.00 

407.00 

1.540.00 

18.00 
18.00 

3,445.22 

450.00 

3,312.41 

Financial Consideration 

Depostt or Earnest money 
1031 EXCHANGE PROCEEDS 

Proratfons/Adjustments 

399,000.00 Total Consideration 

Munly Taxes at $3,144.70 
ol/ol/osto 05ROfO9 

Commissions 
Llsting Broker's Commission to REALTY 
EXECUTIVES 399,000.00 @ 3.00% = 
11,970.00 
Selling Broker's Commission to 1-9 USA 
REALTY 399,000.00 @ 3.00% = 11,970.00 

Escrow Charges 

Settlement or Closing Fee 
Securlty Title Agency 

Title Charges 

Title Insurance 
Ticor Title Insurance Company 
ALTA Owner's Policy (06/17/2006) (Standard) 
for 399,000.00 1,540.00 

Recording Charges 
Recoding Fees 
TRUST CERT 
DEATH CERT 

Other Debits/Credlts 
2007 County Taxes + Penalty 

Markopa County Treasurer 
111-08-093 
Home Warranty 

20674934 
AMERICAN HOME SHIELD 

2008 County Taxes + Penalty 
Maimp County Treasurer 

11 1-08-093 

399,000.00 
5,000.DO 

282,314.68 

407.00 

18.00 

135.00 

1,214.20 

pTDrmm(l*m- Y * 1 P ~ O l W * y  
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I 

. MASTER SETTLEMENT STATEMENT - Continued 

SELLER 

Debit Credlt 

34,344.83 399,000.00 Subtotals 
0.00 Balance Due FROM 

364,655.17 Balance Due TO 

399,000.00 399,000.00 TOTALS 

BUYER 
Debit Credit 

399,560.00 288,528.88 
11 1,031.12 

0.00 

399,560.00 399,560.00 

ACC009239 SCHMERMAN 
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8 Security Title Agency 
Proceeds from Real Estate Transactions as required by the Internal Revenue Service 

Branch Address 
8130 E. Cactus Rd., Ste. 520 
Scottsdale, AZ 85260 
County MARICOPA County # MARICOPA 

Substitute Form 'lO99-S 
This is important tax information and is being furnished 
to the Internal Revenue Service, as required by section 
1521 of the Tax Reform Act of 1986. If you are required 
to file a return, a negligence penalty or other sanction 
will be imposed if this income is taxable and the IRS 
determines that it has not been reported. 

TYPE OR MACHINE PRINT ONLY 
Escrow Number: ST08008204-ST54 Date of closing: 

PROPERTY ADDRESS - SEE PAGE 2 FOR EXAMPLES 
MI Arizona = 
Assessors Parcel Number (APNI - 11 1-08-093 

PROCEEDS FOR THIS SALE WENT TO: (MULTIPLE SELLERS - Use one form for each seller. Treat husband 
and wife as one seller (filing joint tax returns) unless requested otherwise, then separate forms must be used.) 

Sellers Name (First, MI, Last) Federal Tax ID# for this seller 
(List only the Tax ID# for the seller listed on Line 1, 
spouse Tax ID# not required. Executor/Trustee 
should not list their name as the seller unless they 
are going to report the proceeds on their personal 
income tax return). 

2. 
Spouse or Personal Representative 

TO AL ONSIDERATION (SEE PAGE 2 TO CALCULATE) 
$ &8, B h o t a l  Consideration [ ] Exchange (If checked) 

[ ] Check here if the maximum determinable 
proceeds cannot be determined with certainty % Percentage of ownership for this 

seller $ Tax Credit to Seller 
$ GROSS Allocated Proceeds 
(Total consideration multiplied by percentage of ownership) 

-- [ ] Check here if the address is outside of the U.S.A. 
p L a e : - J ,  m..; &- YZQcb-T 

W 
penalty of perjury, that I have read the above information and it is true and correct. 

v c ~ ~ - \ = b a - J T  
i 

ate 

Spouse Date 
Page 1 

ACC009240 
SCHMERMAN 

FILEMI45 
CE-104 
(1 OW) (Rev. 07/04) ST SCHMERMAN%!lFsTi 11 



' PROPERTY ADDRESS 
For vacant land do not attach legal. List the Lot, Block, Accessors Parcel Number (APN) or Tax Lot #. Do not enter only the street name. 
DO NOT FORGET CITY OR COUNTY, STATE AND ZIP. 

CORRECT: INCORRECT STREET ADDRESS 
1. Lot 6, Block 4, Section 7 
2. APN 99-99-999-99-9 
3. Parcel A and 8 Anywhere lane 

1, 1/2 NW portion of 1014, 1/4 less 3 R of lot 6. (You need only enter as Portion of Lot 4 and 6) 
2. 6 acres, Anywhere township (you must use a Lot and Block, or Parcel #) 
3. California land (you must include a Lot and Block, or Parcel #) 

SELLER NAME AND TIN 
It is very important that the sellers name and Federal Tax Identification number (TIN) listed on line 1 match according to IRS records. The TIN for 
individual recipients of information returns is the Social Security number (SS) (xxx-xx-xxxx) and their full name must be shown. For other recipients 
including Parherships and Estates, it is the Employee Identification number (xx-xxxxwxx). You need ONLY list the name of the person whose TIN 
is being reported on line 1. For Foreign persons (no US. Federal TIN) enter the word "FOREIGN" for their Tax ID on line 1. Choose one of the 
following: 

INDIVIDUAL - List ONE person's full name and Social Security number on line 1. Spouse on line 2. 
Only husband and wife may be listed on the same form (filing joint tax returns). 

If the Estate or Trust is being reported, ONLY the person's name corresponding with said TIN should 
be listed on line 1. The Executor or Trustee (one name only) may be listed on line 2. 
NOTE: 

ESTATUTRUST - 

Line 1 must include the Legal Trust or Estate. 
Example: Llne 1 John H. Smith Trust or Estate of Jane Smith (xx-xxxxxxx) 

Line 2 Jane Smith, Trustee or John Smith, Executor (optional) 

PARTNERSHIP - Requires an EIN# (xx-xxxxxxx) & the name of the Partnership listed on line 1. Do not list the 
individual partners. 

TAX CREDIT TO SELLER 
Tax Credits to seller contained in the 400 series of the HUD-1 or tax credits to seller on a comparable closing statement form. 

GROSSALLOCATEDPROCEEDSWORKSHEET 
To be completed by the Escrow Holder 
e 

I. TOTAL CONSIDERATION (See A-D to determine) 
Enter this mt on line below, and on Side 1 of thii form 

Choose only one: 
A. 
8. 
C. 
D. 

E. 

Sales (Normally, sales price on closing statement) 
Concurrent Exchanges [Debt relief, cash received, and notes received) - Check box on side 1. 
Deferred Tax Exchange (Exchange value until further clarification) - Check box on side 1. 
Contingent payment transaction (Receipt of a portion of the consideration is subject to a contingency - show the maximum 
determinable proceeds If all the contingencies were met). 
The maximum determinable proceeds cannot be determined with certainty. Enter the gross proceeds you can determine and 
check box. 

% Multiply by the % of gross proceeds reported by this seller (do not complete a form for 0%). 
(Example: If the seller is reporting 50% of the gross proceeds, multiply llne I I  by 50%) 

I I .  $ Enter $$ amount shown on line I above. 

$ = Gross allocated proceeds for this seller. Enter this amount on sMe 1 of this form. 

Page 2 

CE-104 
(1099) (Rev. 07/04) 
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Non-Foreign Certification - Transferee and Transferor 
This form is provided so that the buyer andlor seller in this transaction can certify compliance with the Foreign 
Investment in Real Property Tax Act to the escrow agent andlor buyer. TransfereelBuyer must retain a copy of 
this document until after the fifth taxable year following the transfer. 

I. 

&4( Buyer Buyer 

Transaction on Personal Residence not exceeding $300,000.00. 

INV hereby certify that: 

(a) 
(b) 

the amount realized for the property in this transaction does not exceed $300,000.00; and 
buyer@) idare acquiring said property for use as a residence. 

Ii. 

Section 1445 of the Internal Revenue Code provides that a transferee (buyer) of a US. Real Property interest 
must withhold tax if the transferor (seller) is a foreign person. To inform the transferee (buyer) and escrow agent 
that withholding of tax is not required upon my disposition of a U.S. Real Property Interest, I ,  the undersigned 
Seller(s), hereby certify the following: 

Certlication of Non-Foreign Status by tndividual 

1. 
2. 

3. My home address is: 

I am NOT a non-resident alien for the purposes of U.S. Income Taxation, 
My US. taxpayer identifying number (Social Security Number) is: 
And 

I understand that this certification may b e  disclosed to the Internal Revenue Service by the transferee and that 
any false statement 1 have made herein could be punished by fine, imprisonment, or both. 

Under penalty of perjury I declare that I have examined this certification and to the best of my knowledge and 
belief it is true, correct and complete. 

Date: Seller 

Seller 

1 of2 
Seller, Buyer and Escrow Agent to maintain a copy for five (5) years. FIRPTA-1007-A Rev. 10MlM3 

ACC009242 
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Non-Foreign Certification - Transferee and Transferor 

I l l .  

Section 1445 of the Internal Revenue Code provides that a transferee of a US. real property interest must 
withhold tax if the transferor is a foreign person. For US. tax purposes (including section 1445), the owner of a 
disregarded entity (which has legal title to a U.S. real property interest under local law) will be the transferor of 
the property and not the disregarded entity. To inform the transferee that withholding of tax is not required upon 
the disposition of a U.S. real property interest, the undersigned hereby certifies the following on behalf of the 
transferorlseller: . 

Certification of Non-Foreign Status by Entity 

1. (" 5.i c (56--44~T-5b- is notaforeign 
corporation, foreign partnership, foreign trust, or foreign estate (as those terms are defined in the 
Internal Revenue Code and income Tax Regulations); . 

is not adisregarded 2, c - b  -. + r (43 L" -v .A 3 .T- A- 
entity as defined in Q1.1445-2(b)(2)(iii)? 

U.S.em ployer 3. c - A  c p@--.H,-z T-J- 
identification number is 1% -\ &.. CACi.24 ; and 

~~~~ 

The transferor/seller understands that this certification may be disclosed to the Internal Revenue Service by 
transferee and that any false statement contained herein could be punished by fine, imprisonment, or both. 

Under penalties of perjury I declare that I have examined this certification and to the best of my knowledge and 
belief it IS true, correct, and complete, and I further declare that I have authority to sign this document on behalf 
of seller. 

Date: 

IV. Certification by Buyer 

the best of my knowledge and belief it is true, correct and complete. 

I Buyer 

20f2  

Seller, Buyer and Escrow Agent to maintain a copy for five (5) years. Rev. 10/31/03 FIRPTA-1007-A 

ACC009243 
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OPEN ORDER FORM 

Escrow No.: 
Escrow Mflcer: 
Ordw Taken By: 

CountyBranch No.: 
Salw Rep.: 

Due Date: 
Ret. No. I: 
Ref. No, 2 

STO9008204-ST54 Cumnt Date: 
Tnya Saenz-Dtdy Order Date: 
w Title No.: 
MARCOPA T i i  ORksc 
sue b e  Underwriter: 
May 8.2W Ed. Setnwnent Date: 

PrOdUCtTp: 
Source of Business: 

May 8,2009 
May 7,2009 at 07:46AM 
STo90M1WST54 
Chrls Ziegler 
T i  lib Insurance Company 
May 26,2009 
Resale 
Security Title Agency 

ProperIy Address: 7 
County: Maricopa 

P a r d  ID. 111.0~093 

Properly Type: SI@ Family 
BrM Leg& Lo1 237,PALMCROFT Bk 19,Pg 32 11108093 

Sde6PriCe: $399,oO000 EscmwTp:  Purchase 
Order Type: Title end Escrow Loan Amount: 

PROPOSED POLICY INFORMATION 
P o k y  Type: Coverage Amount: Premium Amount 

Noles CTRLA 
ALTA owner’s Pdicy (06/l7mroS) $399.000 00 $1,54000 

05/0812009 07 13 AM yag~~ilar Changed seltlemenl slatus from Pending lo Closed 

05108/2009 07 36 AM yquiar PATR CIA M BEAUVAIS IS DECEASED 
0510812009 07 42 AM yaguilar Changed seltiemenl status from Cbsed lo. Pending 

APRIL 1,1997 

Work 

Fax 

BuyedBorrowar: 
JAMES PARTRICK BARNES 

4601 N. 5M STREET 

Home: Work 
PHOENIX, AZB5012-1806 

cell: Fax: 

Email: 

f Selling Broker: 
1ST USA REALTY 
KATHY 8. WRIGHT 
8120 E. CACTUS ROAD SUITE 310 
SCOl-rsDALE, A2 85260 
Phone: (602)7623689 FaK: (602)404-6898 
Mobile: Pager: 
En?& KATHYISMYREALTOR@COXX.NET 

Branch oflice: 
Security Title Agency 
8130 E. Cadus Rd., Sle. 520 
Scdtsdale, Iv 85260 
Phone: (602)953-4818 Fax: (602)953-4819 

listing Broker: 
REALM EXECUTIVES 

PhaW, (602)997-7324 Fax (602)9434?89 
W i e :  Pager: 
Em& SUNSHINEBEVH@AOL.COM 

O(herTitleCompany0fiice: 
Security Tilkr Agency 
7600 N 15th SI, Suite 200 
Phcenk, Az 85020 
Phone: (602)216-3800 Fax: (602)216-3899 
Email Ernail: bramcW@wcuriitiUe,m _. . 

SPECIAL INSTRUCTIONWCOMMENTS ACC009244 
SCHMERMAN 
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Page 1 of 
I 

Wicklund, JJ 

From: Saenz-Daly, Tanya 
Sent: 
To: Wicklund, JJ 
Subject: 
Attachments: Doc2.doc 

) 

0 

Wednesday, May 20,2009 1 :I 2 PM 

Please attach to deed and trsut cert 09008204 ... PLEASE RECORD ASAP ... THANKS!!!! :-) 

1 

5/20/2009 

ACC009245 
SCHMERMAN 
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I 

"-." Wlc klund, JJ 

From: Aguilar, Yolanda C. 
Sent: 
To: Wicklund, JJ 
Subject: RE: ~ ~ 9 0 0 8 2 0 4  

Importance: High 

Wednesday, May 20,2009 9:28 AM 

JJ 

We are getting the Bene's via email and will get them over to you shortly. Regarding the other 
issue, that is totally my error any chance you have a minute to amend the vesting for me? 
Please please please please please please ???? I know you are busy but this has to record today 
or Tanya will choke me!!! Please please please 

- 
From: Wicklund, JJ 
Sent: Wednesday, May 20, 2009 9:20 AM 
To: Aguilar, Yolanda C. 
CC: Wicklund, JJ 
Subject: sty09008204 

Warranty Deed 

JJ 

Seller incomplete 
Missing Benf. Disclosure 

5/20/2009 

ACC009246 
SCHMERMAN 
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Wicklund, JJ 

From: Wlcklund, JJ 
Sent: . Wednesday, May 20,2009 920 AM 
To: Aguilar, Yolanda C. 
Cc: Wicklund, JJ 
Subject: sty09008204 

Warranty Deed 

JJ 

Seller incomplete 
Missing Benf. Disclosure 

ACC009247 
SCHMERMAN 

FILE#8145 
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1 I 

Recorder 

From: Aguilar, Yolanda C. 
Sent: 
To: . Recorder 
cc: Sasnz-Daly, Tanya 
Subject: 
Importance: High 

Tuesday, May 19,2009 5:48 PM 

PLEASE RECORD UPON RECEIPT ST09008204 

ACC009248 
SCHMERMAN 

FILE#8145 
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- 
TITLEP.INT 

Cover Page Searched By: NEXTACE TPXML LOGIN 
Cmated On: 5/8/2009 3:43:32 PM 

Order #: ST09008204 

State 1 County Req. Pages Copies 

Cover Page 

Status/Comment 

Page 1 of 1 

ACC009249 
SCHMERMAN 

FILEMI 45 
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I - 
TIYLEFWNT Datedown Tax Search 

Pnnled 5/20/2009 7 23 14 AM UMST 
Searched 5/20/2009 7 21.00 AM 

Printed By Jwicklund 

Primary Secondary 
Land AV: Zl,310.00 6,635.00 
Imp. AV: 26,540.00 
Land FCV: 426,197.00 132,700.00 
Imp. FCV: 530,800.00 
Exempt ions: 
Tax Rate: 8.9436 % 3.7341 % 

Maricopa, Arizona 
Assessor’s Parcel I 1 148-093 I 

Tax Year: 2008-2009 
Payment BS of: 05/09/2009 

Conveyance Date: 07/10/1997 
Conveying Instrument: a7046571 (1 

Square Footage 
land:  8316 
Improvements: 

Order: ST09008204 
Co: Security Title Agency 

Dapr: Title CRN: 19012O0061 
TO 01 

Created By: NextAce TPXML LOGIN 

I APN: 11 1-08-093 1 
: Plat Book Page Block Lot@) Subdivision Section Township Range QQ Acres 

31 2N 3E 
Described As: PALMCROFT 
Address: 
City: 
Billing Address: ~-1 AZ 
Assessed Owner(s)# 
Search As: 

BEAUVAIS PATRICIA M T R  
Lot 237 Map 19/32 
APN Arb 11  1-8 Parcel 93 
Sec 31 T 2 N  R 3E 

Use Code: 0141 

SFR GRADE 010-4 URBAN 
SUBDIVIDED 

Region Code: 
Flood Zone: 
Zoning Code: 

School Districts 
Elem: PHOENIX #I 
High: PHOENIX 

Tax Rate Area: 

Installment Amount Penalty Due Date Status Payment Date Balance 
1st 1,572.35 146.75 Il/Ol/ZOOS NOT PAID- I ,I1 9.10 

2nd 1,572.35 20.96 05/01/2009 N O T  PAID- 1,593.31 

3,312.41 

DELINQUENT 

DELlNQUENT 

I 
Due Thru 6/2009 Due Thru 712009 Due Thru 8/2009 

$3,354.35 $3,396.28 53,438.21 I 

Imp Dist Back Taxes 
0 I 

Back Taxes 

I 

Year CP # Bill Type Purchase Date Int. Rate Amount CosVFee Accum Int 
2007 0700290 1 INDlV 2/9/2009 16 2637.92 25.00 782.30 

CP Total: 3,44522 
I Tutal Balance: 3,445.22 
r 

Due Thru 612009 Due Thru 7/2009 Due Thru 812009 I 

t $3,488.51 $3,531.81 %3,575.10 I I 
THIS INFORMATION IS PROVIDED FOR CUSTOMER SERVICE PURPOSES ONLY. PROPERTY INSIGHT DOES NOT 
WARRANT, NOR GUARANTEE THE ACCURACY NOR COMPLETENESS OF THE INFORMATION SHOWN ON THIS 

REPORT 
ACC009250 

SCHMERMAN *** END OF REPORT *** ST SCHMERMAN 000121 
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n 
TlTLEP.INT 

# 

Datedown Search 1 - 5/20/2009 

Order #: ST09008204 

I 
Type CI RecDate I D  1st Party 2nd Party 1 Legal 

Searched By: NEXTACE TPXML LOGIN 
Created On: 51812009 34332 PM 

# 

Company: SECURITY TITLE AGENCY/TlTLE/Ol CRN: 1901200061 

Type C I  RecDate I D  1st Party 2nd Party legal 

Name Search. Updates From: 51812009 
Maricopa, Arizona Name Cover: 511 2/2009 

BARNES, JAMES 
BusJInd.: Unknown Matching: 90%-100% Run A k  OFF 
Role: Owner S S N  Filter: N/A Combinations; 
Name Variations: 
1. Variation@) for "BARNES": BARNS 
2. Variation@) for "JAMES: JIMMY, SANTIAGO, JIM, JIMMIE, JAIME 
Sort Order: NAME . 

. . . . . .  ......................... -.__.--__._...__________________.___ __ __-_I_I.,. . . . . . . . . . . .  

_.---I- ... ..... 
. . .... 

9--i --.-- __- _._._,.____ 

...... .. .. 
. .  

......... 
(~yt :  OFACmATUS-.CLEAR ..* . .  -..- &.. _i.-_..._ __.-___. 

I I# ITYW I CI I RecDate I ID IName IRemarks 
THERE WERE NO RECORDS AVAILABLE TO PRIEST FOR THIS SEARCH. 

ACC009251 
SCHMERMAN 

FILEm145 
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RECORDING AND POLICY INSTRUCTIONS 

File#: ST5 STOQO06204 
Closing Officer: Tanya Saenz-Dab, Phone # (602)953-4618 

Title Order # STWT09006204 
Title m e r :  Chrls Zlealer 

Branch: 3838 N. Central Avenue, Sui 

lnsbuctions to Record: 

Owner's Coverage Lender's Coverage 

ALTA Owner's Policy (06117/2006) (Standard) ALTA Loan Policy (06/17t2006) 
~ ~~ 

SCHEDULE "A" SCHEDULE "A" 

Premium S Liability $ 

Insured: 
Vesting: 

Description: Lot 237,PALMCROFT Bk 19,Pg 32 

Liability S399,OOO.OO Premium $1,540.00 

Insured: JAMES PATRICK BARNES, a(n) 
man 
Vesting: Estate: I1 
Estate: I1 

11 1 -OM03 
Description: Lot 237,PALMCROFT Bk 19,Pg 32 I1 1-08-0Q3 

Patricia M. Beauvais. Trustee of the T AND P 
BEAUVAIS BYPASS TRUST. created ADril 1.1997 

Show the following items: #5 & BTAXES an 
The following items were Paid in Escrow #6 TRUST CERT 

#9 RECORD DEATH CERT 
# I O  SENT TO C.Z. 
#11 RECORD DEED 

Disposition of Other Items 

ENDORSEMENTS 

POLICY DELlVERYlMAlLlNG INSTRUCTIONS 
OWNERS POLICY and 1 copies to 

THE 1031 EXCHANGE EXPERTS, LLC AS QI FOR 

JAMESES, EXCHANGER 

LENDER'S POLICY and 0 copies to: LENDER POLICY TO BE DELIVERED WITHIN DAYS! 

Re: 

ADDITIONAL INSTRUCTIONS: 

Prepared By: Date: Approved By: Date: 

- Tifk COPY - 

ACC009252 
SCHMERMAN 

FlLE#8145 
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Escrow No.: 
Esuwvomer: 

OrderTaken By: 
CountylBranch No.: 

Sales Rep.: 
Due Date: 

Ref. No. 1: 
Ref. No. 2: 

SECURITY TITLE AGENCY 
8130 E. Cecbr, Rd., Ste. 520, Scdtsdale, A2 85260 

(602)9534818 FAX (6G2)8534619 

ST09008204-ST54 Cunent Date: 
Tanya SWIZ-DEIIY Order Date: 
UalV Title No.: 
MARICOPA Title officsr: 
Sue Coke undenmiter: 
May 8,2009 Est Settlement Dale: 

Produd Type: 
Source of Business: 

May 8,2009 
May 7, 2009 at 07:48,AM 
ST090082WST54 
Chris zlegler 
Ticor Tille Insurance Company 
May 28,2009 
Resale 
Security Title Agency 

Property Address: --= N. 
County: Markapa 

Pmperty Type: Single Family 
Brief Legal: Lo1 237,PALMCROFT Bk 19,Pg 32 1114843 

PWcel ID 11 1-0&093 

Eecmw Type: Purchase Sales P r b :  0 399,003 00 
older Type: TI@ and Escrow Loen Amount: 

PROPOSED POLICY INFORMATION 
Premium Amount: Policy Type: Cwerage Amount: 

Nolss: CTRLA 
U T A  Ownets Poky (OWl7/2M) $399,oO0.00 s 1,540.00 

OsIoBmxx) 07:13AM yaguilar Changed selllemenl status fran: Pending lo: Closed 

05/08/2009 07:NAM yaguilar PATRICIA M BEAUVAIS IS DECEASED 
05108/2009 07:42AM yaguilar Changed selllemenl status from: Closed lo: Pending 

DISTRIBUTION 
Byer/Bonower: 
JAMES PARTRICK BARNES 

4601 N. 5TH STREET 

Home: 
PHOENIX, AZ 85012-1806 

Cell: 

Email: 

Seller: 
THE "C AND P" BEAUVAIS BYPASS TRUST, CREATED 
APRIL 1,1997 

Home: 

Cell: 

Work: 

Fax: 

work 

Fax: 

Email: 

Selling Broker: Llstlng Broker 
1ST USA REALlY REALTY EXECUTIVES 
KATHY E. WRIGHT BEVERLY HARMAN 
8120 E. CACTUS ROAD SUITE 310 
SCOTTSDALE, AZ 85260 
Phone: (602)762-3889 F a :  (802)404-8898 PhoM: (602)997-7324 Fax: (602)943-6789 
Mobile: Pager: Mobile: Pager: 
Email: KATHYlSMYREALTOR@COX.NET Email: SUNSHINEBEVH@AOL.COM 

BranchOffke: , 

Security Tille Agency 
8130 E. Cactus Rd., Sle. 520 
Scollsdale. A2 85260 
Phone; (602)953-4818 Fax: (602)953.4819 Phone: (802)216-3800 Fax: (602p18.3899 
Email: bmnch%@securitytiibe.com Email: 4 

Other Title Company ORlce: 
Security r i  ~gency 
7600 N 15lh St, Suile 200 
Phoenix, AZ 85020 

% SPECIAL INSTRUCTlONSlCOMMENTS 

mailto:KATHYlSMYREALTOR@COX.NET
mailto:SUNSHINEBEVH@AOL.COM
mailto:bmnch%@securitytiibe.com




AFFIDAVIT OF CUSTODIAN OF RECORDS 

STATE OF Arizona 1 

County of Maricopa ) 
) ss. 

The undersigned hereby declares, under oath, that the following statements are true: 

1. I am over the age of eighteen, have personal knowledge of the facts set forth 

below, and am competent to testify. 

2. I am the duly authorized Custodian of Records of Fidelitv National Law Groupl 

for the documents moduced herewith. 

3. 
4. 

I have the authority to certify said records. 

The records submitted herewith are true copies of all records under my possession 

or control responsive to the Subpoena directed to the Custodian of Records of the entity 

identified in paragraph 2 above. 

5 .  The records were prepared or obtained by personnel or representatives of the 

entity or persons acting under the control of personnel or representatives of the entity identified 

in paragraph 2 above in the ordinary course of business at or near the time of the act, condition, 

or event in said records. 

6.  The records are kept in the course of regularly conducted business pursuant to the 

regular practice of the entity identified in paragraph 2 above. 

Custodian of Records 

,2011,by- - SUBSCRIBED and SWORN to before me this @ day of M VS\ 
im COntrPrgS 

A 
My Commission Expires: 

(seal) 
ACCOI 1339 
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$?A DEC 2 I I%? 
INSTITUTIONAC 

Please print or AI1 informath must be completed to open your account. 

SCHWAB TRUST BROKERAGE 
ACCOUNT APPLICATION 

I Note; To be fiued art by Investment Manager. 

Investment Manager ("IM") Fi 

IM Master Account Number - \ %  O L  ---- ISGTeam 

Please indicate if you are IXIKJ~~~OIU~: 

c] Opcning a Schwab Trust Brokerage Account. (Pkme c o m & ~  all sections, mapldcahle.) 

@ Converting an existing Brokerage Account to a Schwab Trust Brokcmge Account. (Please mm&e dl sections, m n p p i i d k . )  

Amending the Trustees or the Powers ol the Trustees for an exirting Schwab Trust Brokerage Account. rMrw ~ ~ ~ p k a d ~ ~ t i a c ,  &A, c~eeprSeCti~n 9.) 

Existing Schwab Trust Account Number - __ 
1. TYPE OF ACCOUNT -- 
Please indicate the type of account you uvnt Iseknonc): Schwab Trust Brokeragc Cash Account Only -- u Schwab Trust Brokerage Account with Margin Trading Feature - 
Plaq  indicate the type of trust: c] Revocable Living Trust a lmvocable Testamentary Trust 

u Irrevocable Living Trust 

Other (plecoe innirnre) 

2. PLEASE SUPPLY THE FOLLOWING INFORMATION 

Tmst Name 

Trust Tax I. 
Please list all trust beneficiaries. 

Trust kneficiary 

Additional Trust Bcncficisry 

Additional Trust kneficiary ---_I.. - 

If die trust beneficiaries are to bc listcd in the accwnt registration, please check this box: 

Has tlw original Trust Agrermcnt k e n  amendcd or restated! 0 Ycs @No 

I f  yes, fill in rhe fdlowins: 

/ 

Date(s) of amendment(s) 

Trustec 

Rte(s) of rcstatemcnt(s) 

Social Sccurity Number - 
Countvof Cifienship p Country of Legal Residence (/J 

FOR CHARLES SCHWAB USE ONLY 

Account Number __ - - - __ __ - - - __ - 
Approved by 

source code 

c - 
Print Name of Approver 

Date Approved - 
CIWChuluLhuiI.rC1~. 1% All rJiniwrvd MenhnSIWflYSI: 24494(6p)6) CU IClJI rv : 

ACCOI 0230 
FILE #8145 



SECTION 2 (cmtinued) 

Zip . 

Employer Name 

Employer Street Address (P.0. bxm suf~im) 

Cil.~ ____._.._ ~ ~- __ St;ltP- ___  Ziii - 
Business Phone -- 
Specify any pubIicly traded Company of which you are a director, 10% shareholder or policymaking officer: 

Company Name 

Specifv any securities firm with which you are affiliated: 
Company Naiiie 

Where aauld you like us to send mail! This will be the Addrcss of Record. 
P.O. Box Number 

Home Busincss 0 P.O. Box ( c o & ~  rhe gcerri0n be la^) 

City, State, Zip - 
3. CO-TRUSTEE 

i 
Co-Twtee Namc 

Social Security NumLcr __ Birthhte 
Countiy of Citizenship 
klome Street Address (PO. Boxnot sl&icimli 

City __ State Zip 
Home Phone 

Occupation f l frct jrmhd,  indicae i i a i ie  ofbusinerr.) 

Employer Name Business Phone 
Employer Street Address (PO. Boxnot rdfcim) 

c i ty  State Zip 
Specify any publicly traded coinparty of which you are a director, 10% shareholder or policymaking oficer: 

Company Name 
Specify any sccuricics firm with which you are affiliated; 

Compaiiy Nanic 

(0 MT. 0 Mn. 0 Miss 0 Mr. 0 Dr. U Orher 

__ Country of Legal Residence 

Please note: 
Plcasc collect and attach this information for each additional trustee: (1) The name, Social Security nuinkr, occupation, and the employer's 
name a d  addtess of any ocher Trustees signing Section 10 of this Schwab Tist Broketagc Account Application; and (2) please identify any 
Trustee who is affiliated with any securities firm or who is a clirector, 10% shareholder or policymaking officer of any publicly traded 
company, and plem naine the coinpimy. 

FOR CHARLES SCH WAB USE ONLY 

ACCO10231 
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4. ACCOUNT HANDLING INSTRUCTIONS 

For your conveniene, Schwab will automatically hold all of your securities purchased, all sale proceeds, dividends, and inrerest. If you do not want you 
a m t  handled in this mama, we will follow your special handling instructions indicated below. All mail will be sent to the Address of Record 
specitid in Section 2. (Pleae check any boxes that apply.) 

Mail certificates. (A small handling fee applies.) 

Mail all dividends/inrerest at the end of the month. 

Mail p r o ~ d s  on settlement date. (Not available if you select a Schwab Money Market Fund.) 

0 Mail all dividenddinterest as they are paid. 

5. COMPLETE THIS SECTION TO EARN DAILY INCOME ON THE CASH BALANCES IN YOUR ACCOUNT 
You may have the cash balance in your Schwab Account swept daily into a Schwal, Money Fund of your choice and cain daily income. 'There is a 
$1,W minimum opening investment for a Schwab Money Fund. To obtain a prospectus and Money Fund Agreement, please check onc of the boxes 
below. This is an indication of interest only. You are not obligated to buy shares of any Schwab Money Fund. Please read the prospectus carefully for any 
Schwab Money Fund in which you are interested before you invest. If no box is checked, we will invest your funds in the S w a b  Money Market Fund. 
Select MIP of the funds below. 

Sdlwab Money Market Fund 

@ U w a b  U.S. Treasury Money Fund 

113 Schwah Govt. Securities Fund 

0 Schwab California TaxCExempt Money Fund-Sweep Shares (fmCa@mh larpasws sly) 

0 Schwsb New Yak Tax-Exempt Money Fund-Swccp Shares (lor Nw Ymk tax~xt)iers d y J  

0 Flurida Municipal C a h  Trust (for FImh taxpayen only) 

0 I do not wish to invest in a Schwab Money Fund, Schwab Tax.Exe1q.t Money find-Sweep Shares 
If you wi$i to hiid your S c h d  Money Fund at this time, plcm enclose a check fur your initial &posit. bhke check payable to Charles Schuat. & CO., Inc. 
Amount of your initial deposit -- 

6. REORGANIZATION LMTER AND MATERIALS MAILING PREFERENCES 
P l c s  vdwt one of the following: 
Note: Mamic~h are my rlavmentr che lrsw u&s 10 inch& in che mailinfi. 

a Investnicnt Manager reccives an informtion-only letter and the materials. 
Account Holder prforms the action, receives the Response Coupon and the materials. 

[I Investment Manager performs the action, receives the Respme Coupon and the materials. 
Account I {older rcceives an informetion-only letrer and the materials. 

Investment Manager perforins the action, receives the Response Coupn and the materials. 
Account Holdcr docs not receive anything relatcd to the Rcorganization, 

Investment Manager does not receive anything rclated to the Rcorptiization. 
Account Holder performs the action, rcccives the Response Coupon and the materials. 

7. INTERIM MAILING PREFERENCES 
Plcaa sekcct one of thc following: 
Nvre: JnrPrim mailing indude mid repom, mimd ~ p u m ,  quunerly reports, urulpro.$eauret hame subsequenr 10 the ininal purchase mailing. 

a Both Investment Manager and Account Holder receive the Interim mailings. a Investinent Manager receives the Interim mailings; Account Holder dw not receive the Interim mailings 

0 Investment Manager does not receive the Interim mailings; Account Holder receives the Interim mailings, 

FOR CHARLES SCHWAB USE ONLY 

Account Number __ -- _I ___ ___ - - - - - 

I i. 

ACC010232 
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8. AUTHORlZATIONS 

Please note: If more than one T ~ s t e e  is  listed on the account registration, MCH Trustee muat initial the authorizations granted below, Any of 
these authotizatIons may be revoked by providing written authorization to Schwab. 

Trading Authorization. 1 authorize IM to direct Schwab to execate trades in the account as provided undw the Trading 
Authorization in the Trust Brokerage Agreement on the following pagc. -- wrnm C O - T ~ ~ ~ ~  

.f$$ 
-__. cu.T,w,cr: 

Disbursement Authorization. I authorize IM to direct disbursal of funds for investment purposes or to me directly as 
trustee. 1 authorize Schwab to remit chccks, wire funds, and otherwise u) makc disbursements of funds held in the Account, 

or 2) to the Address dRecord. (Note: 'This option is only effective if IM is authorized to direet Schwab to execute trades.) 

authorized in the client agreement between client and IM. Schwab may redecm money inarkct h d  shares in the account to 

verify fees so invoiced. 

CuT,,mloe 1) to banks, hokerdcalers, inveshnent companies or orher financial institirrions to an account of identical regisnation, 

- Fee Payment Authorization. I authorize Schwab to pay management fces to IM from the account as directed by 1M and as 
Cc-T~u~e 

C,,T7runu -- Gfruare the extent necessary to pay such fees. Schwab may rely on rhe invoices submitted by IM, and will have no responsibility to 

- - Asset.Eased Pricing Authorization. If Schwab fccs will bc asset-hed, I have received, read, and agreed to the terms 
indicated in the Asset&scd Pricing Ap!ment  T r u m  CO.TMICC 

&.TMWC C11.Tnrriac 
-- 
- Release of Information Authorization# I authorize Schwab to scnd duplicate copies of the trade confirinations and account 

r sit Co.Tww 4w 
statements to 1M via mail and/or via SchwahLink: -- 

C~TM~LY CoTMIcr 

I- Release of Name Authorization. I authorize Schwab to disclose the Trust's nalnc upon request to coinpanics whose xcuritics , GTNUW a@- arc held in my account. 

6: 9. INFORMATION FOR CONVERTING AN EXlSTlNG SCHWAB ACCOUNT 

Please complete this section if you currently have a Schwab Account and would like to reregister r h w  assets into your Schwab Trust Brokerage 

Account Nuinbcr - 
a Schwab Trust Brokerage Account.) 

If the Social Securityflax LD. number remains the Sitme, check herc and we will convert your account to D Schwab Trust Brokcragc Account 
and you may keep the same account numbcr. 

If the Social SecuritypTax 1.D. number on your existing account is different from that of your trust, but you would like to transfer all of your 
awed from your existing Schwab Account to your new Schwab Trust Brokcmgc Account, phase sign bclow. (All account holders on the account 
from which you are transferring must sign this section.) 

ng account (indicated above) will be closed. 

Datc & /7,47 I f  

Co=Trustec's Signature Date 

Co-Trustee's Signature Date 

&Trustee's Signattire Datc 

- \  
(Wpr,pkase) ;I 

FOR CHARLES SCHWAB USE ONLY 

! 
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10. PLEASE READ AND SIGN THIS SCHWAB TRUST BROKERAGE ACCOUNT AGREEMENT I 
This agrement Is only &ecdw span Schmb'r ceecptancc pad qpwd of this sppIIEs~h. 
The~~c'~,""mc:nnd"AaountHokld'refntotheT~ne(s). 
1 auk Charles Schweb & a, lnc. ("Schwab") m opcn a Bmkenge Account (die 
"Accaulr") m behalf dthe Tnm lisnd on thi SchwdbTrust k c h q e  A c m n t  
Application ("BAA"). 1 am dlegal age I agrw to r u d  and be baud by the t m s  dhis 
BAA and the Schwb BroLmge Amunr Agrwment bwkh ("Account Agreement"), all 
BS currmtly in &cct uul as perialically amended. I will notify Schwal, i f1  do not receive 
ttu: Amount Agrcmnt  This Agrenicnr MU be etlecrive upon usxcppcance by Charles 
Schwab & ch, Inc. 
Traditg Authorization. 111 tiave indicatd on chis BAA that Iiivesrrncnt M a n a p  ("IM") 
wiU haw theuurhcdty to direct SChwJb to m t e  trades in the account, 1 nuthorite lM to 
be my agent and atromeyin-facacr. d as such tu give ~ N N C ~ I O M  to Schwab regdding the 
accou(u. and to de all other a c m  nmscary or incklcntal to die execution dsuch 
insvucticnr If the acccunt har a matgin leatm. 1M is nuthwiztd rodisct Schwab to t d c  
MI win, to sell sha, IO h o w  securiticj to orhenvk muse credit to be extr& 
through h e  Account, r i d  to smre the performance of obligations in rhe Account with any 
WD kld tn rhc Accounr (rhe "Acmiiu Auca"). If the account is m t h w i d  h option 
d i n g ,  IM u a u i l w i i  to diren U w a b  IO prchssc and rrll (write) indcm participation 
~cmuactb and covmd and uncovered option contractb dn aeuaitics and sccurirkrslotcd 
mdcxes S,wah and orher poplc SEhwablsss given i ~ l r n c t ~ ~ m  to in order tc implement 
rllc IM's htructions, may rely on lM's instructim without ohaining my approval, c w r w  
aignarurr orco.sigtiature IWs aurhnniy will indde. wirhwr limitation: i l e  authocity IO 
gtve ~ ~ I I O I X  fur tIan..ciims in stcontics anJ financial inurumcnn, Including thc buyiiq 
and srlling d w r b  bonL. Aknrurcs, wcs.  whcqxicx, wmrh xotk purchwc wamiirs, 
mverej grim (dl hdvr dur1iorixd dlngcn.erednpriniu). iniixal fur! &ana, evidcrxes 
dindehedness a d  ani other securities, mstrunKnb of m m ~  relating to 1p(un!ic5; anJ 
fIx purchms, 4s. anJ, uhcre n c c c i q  iucornrlcte any trowtrim thc outhmy to 
r r m f t r ,  cinvni. e n h .  41, wtgn. st o w .  ad deliver any Account Assccs And ro rcah, 
rxecure. ad &-liver any a i J  ;ill w i r c i i  inminenrs dmipnincnt anJ I R I ~ L T .  I Lrihtr 
wrhorrx Sthwab, acting upm Ibl', instnicriim to aggregate irrlnsctiw orJm fur the 
account with d c r s  for ~ m r  w murc mhcr x m i s  over chtch 1M Iin invmment JISCW 
im UT io accepi or &liver awrs in niinsactKmscxccuid hy orhcr brokcr.&okrs whew IM 
has si a g q a t c d  onlen. I 'apcc that t l  any such wrcgared orJcr LI cxecutd iii m r c  then 
~ r n  transacti~m, my pr t i u r  dsuth orkr nwy k & e n d  N hve k e n  extcutcrl at rhc 
we&tnl average ofthc prices at which all d w t h  trmsmww unc cxecurd. 
Role d Chrrlrs M w J b  & Ca, Inc. I ncknrvlerl~w anJ dbqce that: Schwnh will m l y  
amy cut ttanwztuw I Jircted hy mc andot lac as rhc ciw may h; SVJh will RII give 
invcxmnr dvicc tu I~L' cf ru IM, I (anJ nts Schu-dh) am rqr:ncibk for bnvmi@ttnC a d  
rletting lit;  IM is not affilirtcd with tr mnulld OT cniployd hy khwnb: Schrnh hiis no 
duty wsurelvix or minirtw trnJtng by  me^ 
wiiten confinnnrwnr d nil ir& rxccuteJ rhugh % h u h  dnJ monthly sweuicnts of nil 
8citviry in the xcounr. li any dlMS empliiws is w w a d  with d mcnibcr uf rhu NASI? 
N E E  01 afiliiur, Sthwh I, J u t b i n d  to J v l i m  infurmiitinn con:eming thr: accainc (iI 
wh mmhcr upiln nqilt-r 

Tmnirvrion of Aurhoriurimr. The authoriaiim in ihts BAA will remain cKcctivc 
unril I hdtc revokcd any dihcni by gtviiigwiittn nixice to S c h w ~ k .  Such rci'ocatwn 
will IUII dcct my obligattw wl t tny  frum U ~ ~ X I K V I Z  initiarrd pnw to mclpc ofsurlr 
wiiten nnricc 
lndcmnificarioa. 1 agrcr tu  inrkmnify aiid hoW hqmkn Schwab, itsaffiliarcs, a d  rhcir 
direnm, ~ K P E ,  employw, and agmu ftnni a d  ngniiw. all claina, acoons, COSU, a d  
hablitin, including atroniev's fm d i n g  cut dor reldting to: ( I )  t l w  relianu: on this 
BAA, anJ (2)  Schmh's cxccutitm id  IM'r instructions. 
Trmsfer A p t .  1 awe hit an) transfer agent M ihid party w i v i n g  a copy of this BAA 
may act secaJing ti> 1 1 )  i w i s  

IM in rharcwnr. Schwab will md me 

agree ti1 intkinnifp. a d  hoU h d i w  any such nnnsfrr 

agent or Urd party horn all c b i  arising born Jueh reliance. Any mnkr agent or third 
partv's r j h t  p acr h a y &  hall remain in effect until such &er g n t  or durd pap b 
i n h  of its rcvccatmn M tamination 
Tele one h i t o r @  1 undmnd that chath & L a b  h Co., lnc may rapnuad my 

S u c w s ~ m  and Heirs. This Agreement suppkrm a d  in noway ltmirsor ccstdcts nghtr 
which S w a b  may hdVC under any 0 t h ~ ~  lgrcement with me. This Agmient  wll bind my 
hein, exautors, administmrorr, wrccsson, md asigns, and will bedir  Uwnb'r successots 
and auim 

telei t n  e convenatjons in odm to verify data rwvding my aansactions. 

.. 

A R s l k l l O N  AGREEM3T RECULA'IORY AUITIORITIES REQLlRE 
THAT AW B R O W A G E  AGREEMENT CONTMXNG A PREDISPUTE 
ARBlTRATION AGREIIENT hWST DISCLOSE THE F O W W G :  
* ARBmRATION IS FINAL AND BINDPIG ON THE PARTIES, 
* THE PARTIES ARE WAIVING T€lElR RIGHT TO SEEK REMEDIES lN 

COURT, INCLUDING THB RIGHT TCt JURY TRIAL 

AMI  DIFFERENT PROM COURT PROCEEDINGS. 
* PREARBITRATION DISCO\rERY IS E!%ERALLY MORE LIMITED THAN 

THE ARBITRATOR'S AWARD IS NUT REQUIRED TO lNCLUDE 
FACTUAL ETNDINGS OR LEGAL RElrSONWG AM) AKY PI\RTY'S 
RIGHT TO APPEAL OR TO SEEK blOlllFICAT1ON OF RWlINCS BY iiiE ARBITRATORS IS STRICTLY LIMITED. 

* THE PANEL OF ARBITRATORS WlLI.TWICALLY INCLUDE A 
MINORITY OF ARBITRATORS WHO WERE OR ARE AFFILIATED 
WITHHSECIJRITIES  INDUSTRY. 

NO PERSON SllALL BRING A PUTATI'E OR CERTIREI) CLASS ACTION 
T O  ARBITRATION, NOH SEEK TO ENFORCE ANY PREDISPUTE ARBITRA- 
TION AGREEMENT ACAISST A N Y  PEXSON WHO HAS INITIA'IED IN 
COURT A PUTATIVE CLASS ACTlON; OR WHO IS A MMBEROF A PUTA- 
TlVF 1"1 ASS WHO H A S  NOT OPTED OUT OF THE CLASS WIT11 RESPECT 

Dk-ERTklED: OR (111) THE CUSTOM% 

...-._. " ._____.__ _. . 
UNDER THlS AGREEMENT EXCEPT 7 0  THE E X " T  STATED HEREIN. 

Rase note that the Account Agrwmcnt con~ainns a predispute arbitration apecment on page 8, Section 16 of the Schwab Account Agreement. 
IF THIS ACCOUNT HAS A MARGIN FEATURE, li ACKNOWLEDGE THAT, FOR SHORT SALE PURPOSES, CERTAIN OF MY SECURlTlES M A Y  
BE LENT TO SCHWAB AS PRINCIPAL OR LENT TO OTHERS. 

hc ccrtifiration rcquircd to mnid backqp uithholding. 

Date- &-Trustee's Signature (I/&&) 

Co=Trustee's Signature (fa,$w) --_- -- Date- 

Co-Tmtee's signature (J@p!jcableJ - Date- 

AU Trustees authorkxi m transact business in the Schwab Account must sign. 

FOR CHARLES SCHWAB USE ONLY 
- I 

Account Nuinbcr ___ __ - __ .- - - -- - - - 
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11, POWERS OF THE TRUSTEES 

By signing the Certification contained in Section 12, the Trustees hereby certify that: 

( ’I (a) sthwab is authorized to follow the instructions of any of the followingTrustees and to deliver funds, securities OI any other wts in the Brokerage 
Account to any Trustee or to any third party on any of the following Trustee’s instructions, on the presuntption that either (1) the Trust Agreement 
expressly provides that each Trustee is authorized to act individually, independently, and without consent ofthe other Trustees for all purposes relat. 
ed to the Trust Brokerage Account with Schwab, or (2) the Trust Agreement does not: contain such an express provision, but the Trustee so acting 
has obtained the requisite consent ofthe other Trustees in accordance with the requireinents of the Tnin Agreement and applicable law. 

Name of &-Trustee 

Name of CoaTrustee - 
Name of Co-Trustn? I 

(b) ”he Trust Agreement 

(c) The Ttustces have the power under the Trust Agreenienc to open chis account and to enter into transactions for the purchase and sale of securities 

(d) Thc Trust Agreement also specifically aurhorizes thc Trustccs to do thc fullowing if “Yes” is checked bclow: 

Does 0 Does not grant the Trustec(s) thc powct to delegate to others (such as an Investment Manager) the 
authority to give trading instructions with respect to the Trust’s Brokerage Account with Charles Schwab & Co., Inc. 

and other investtnents without resttiction, including, without limitation, stocks (prcfetred or common), bonds, mutual lut& and certificates d d e p i t .  

(I) To maintain a Margin and Short Account and through such account to purchase xcurities on margin, sell securities which thc Trust does not 
own (i.e., short sales), and to b o r n  securities in wnncction therewith, to lmmw money, to secure the pcrforniance of the Tnsr‘s obligations to 
the ~ccouncs, and to grant authority to the brokerage firm, actingas principal or otherwise, to pledge, rcplcdge, hypthecate or rehypJthecate wets 
of the Trust. 

(11) To trade in options, including, without limitation, the purchax of puts and calls and the writing (salc) of covered and uncovered puts and calls. 

0 Yes l$l NO 

(Certain option trading activity will ryttire a review of the entire Trust Agrecmcnt prior to approval.) 

Certain requirements must be met to rndc options throu& S w a b  and a separate option application mwt be completed. 

FOR CHARLES SCHWAB USE ONLY 
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12. TRUSTEE CERTIFICATION, TRUST INDEMNITY. AND AGREEMENT L 

In CoMidemtm of Charles M w h &  Co., Inc. openis and/or maintaining a 
h k e n g e  Account For the T ~ a t  named above (the "Trust"), the undersigned 
Tmstees ofthe Twt represent, warrant, and certify that the represcntationsmadc 
in this Schwab Tnlst llmkenge Account Application and Agreement arc mie, 
complete, and accurate, that the Trust is in WI fom and effect, and chat the Tmst 
Agreement (ar deftned above) has not ken revoked, modified or aniended in any 
manner which m l d  c a w  the repremtatim contained in this Cerdfication to 
be inaccurate or incortect and that dre Certification is being signed by all of the 
currentlyactingTmstecsofthe Trw. 
If there is more than one Trustcc, and no one Trustw has authority, acting 
individually and without notie  to any other Trustee, to deal with Schwab 
h&pendently, Schwrb is aurhczired to follow the insuwiorn of any of the 
Tnstees listed in subxction (a) of Section 11 of this Account Application 
and to deliver fund5, securities or other asrcts in the Brokerage Account to any 
Tmstec or on any Trustee's instructions on the presumption that rhe Tnistec so 
acting has obtained the requisite consent of the other TNstecs in accordance with 
the Trust Agrcemcnt. Ir is the rffponsibility of h e  designated Tmstee(s) to consult 
with all other Tnatmbdore giving M w b  any instructions "garding the account. 
schwab is nor responsible for determining the purpcse nt propriety d'ony instructions 
receivcd from any Trustee or for ihe disposition of payments or deliverics among 
TNSDXS. Any notice sent to one Tmec shall comtituce notice to all Trustees. 
Charles Schwab 6 Co., Inc. will rely on this Certification and upon the 

If there is more than one Trustee, all Trustees must s i p  

representations made herein unless and until it rewives written notice ofchanged 
Tmsree(s) 01 written notice of any events afiecting the Tnme's powas described 
previously. The undersigned Tnstem agree to send written trotice promptly to 
Charles Schwab 6 Co., Inc. of any chenr in Tnslces, d a n y  amendmcnt or 
modification to the Trust Agreement which woultl caw the representations 
contained in this Cettlfication to be or become inaccurate or Incorrect or of the 
ccc~inence of any event which woukl atfect the Tmt's wvccability, the Trustee's 
p o w ~ s  or any represenratimw made in this Certification 
The undersigncd Trustecs hereby jointly and xverdy indemnify Charles Schwah 
& CO., Inc. and each d i t s  officers, directors, employees, and agents liom and hold 
such p m  harmlcss agxinsr, any claims, judgmenrs, surcharges, sederncnt 
amounts or other liabilities or coscs of ddenseor srttlement (including attomcp' 
fees) arising out of or related to any xtual or allcgd improper or uwliitnbie actiow 
taken at such Trustee's instnctim inconnntian n4th the Schwab Tnm Brokerage 
Account established at Charles Schwab & G., In:. for the Trust. This indemnifi- 
cation is made by the undersign4 Trustees both in their capacities as Trustees and 
in their individual capacities, and shall not be limited by the Trusrees' provision 
to Chrrles Schwab 6 Co., Inc. of independent documentation concerning thc 
representations made hercin. 
The representations and ohligations stated hercin shall w i v e  termination of 
thc TNSI Agreement and the Account Agreement relating tu thc Tnst's 
Brokerage Account. 

B . r 

Signature &Trustee 7 4  

N m w  ofCo.Trustee- 

Signature 6CoTrustee- . Date - 
L 

Name of &*Trustee 

i Date - Signature ofCo.Trustee, -- 
F 

Name of CbTrustte 

Sigiuture of Co=Trustce Date - 
State of County of 

O n  this day of 

before me, the undersigned, a notary public in and for said State, 

personally appeared 

pelsorialally known tu mc (or proved to me on the basis of satisfactory 

evidence) to he the prrson(s) whmc name($) h/are subscribe! to ~ I I S  

instrument and acknowledgcd that __ 
executed it. 

-, in the yair 19-, 

slhe- 

FOR CHARLES SCHWAB USE ONLY 

, . . , . .. . , . , , . ,.. T. ._  
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Ull Schwab SCHWAB TRUSF BROKERAGE 
ACCOUNT APPLICATION 

DEC 2 1 1997 c ;  
AI INSTITUTIONAC 

Please print or tope, AU information must be cotnpkted to open your account. 

Note: To be filled out by Investment Manapen 

I 

Please indicate if you are (select one): 

c] Opening a Schwab Trust Brokerqe Account. (fim mq~ktcail rmm, ar q+k J a Convcrting an existing Brokerage Account to a Schwab TN~C Brokerage Account. (Pknrc com$zte a t  seaim. N a&& ) 

Amending the Trustees or the Powers ofthe Trustees for an existmg Schwah Trust Brokerage Account. ~~knneemnpleutdlsecw, mo&oMP, ucep Seem 9 ) 

Existing Schwab Trust Account Number __ __ __ - - - __ _._ - 
1. TYPE OF ACCOUNT 
Please indicate the type of account you want (sekcipne~: Schwab Trust Brokerage Cash Account Only  

lrrevocilblc Living Trust 

0 Schwab Trust Brokerage Account with Margin Trading Feature 

P l q  indicate thc type of trust: 0 Rcvwblc Living Trust 
0 l r n v d l e  Tesmmcntary Trust Ohcr (&mcn&ad d 2 

c 2. PLEASE SUPPLY "HE FOLLOWING INFORMATION 

Trust Name 
Trust Tax I.D. Number or Social Security Number- - , Trust govcmcd by laws of the State'& /&+zkd 

Please list all tnffit beneficiaries. 

Dace of Trust / / - - ~ - ~ ~  
. 

,q-.-ofl L?- 

.he'> dC-d ~-czrslz  

TNSt kneficiaty Lrr\05 c>Q=*-dA-- 

, -A..'.-L' 
His the original Trust Agrcement k e n  amcnded or nstatd! 0 Yes @No - ls,ceh* 

Additional Trust Beneficiary 
Additional Trust Beneficiq 

If the trust beneficiaries are to tr Id in the account registration, please chcck this box: [ 
Ar-%~-f lcss 

L e .  YP-Q 

c; 

k - 2  -.(-.- if yes, fi l l  in the fdlowing: 
c-'jL - -2-c- Dite(s) of amendme&) Datc(s) of restittement( * 4- --...pa , 

,I\ 5-L e- 

Trustee 

Social Security Nuinber - Bird1 Date 
Country of Citizenship <J& Country of Legal K e s i d e n c e & u  

FOR CHARLES SCHWAB USE ONLY 

Account Number __ __ - I_ __ I_ -.- - - - - - 
Approved by 

Source Codc 

Print NNne of Approxr 

ACC010237 
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Home Phone- 

Occupation ( I / s c ~ m ~ e t t  indirntewtm~~ss.)  .&&LJ I 

Employer Nmne - 
Employer Strcct Address (p.0. Boxnot f l i n t )  

City 

Rilsincss f i m c  --_I.....- 

Specify any publicly tradd company of which you are a director, 10% shareholder or policy-making officcr: 

state Zip 

Campany Naine - 
Specify any securities firm with which you are affiliated: 
Company Name - 
Whcre would you like us to send mail?Xiis will he the Address of Record. 

P.O. Box Nuinbrr 

@ Home 0 Business 0 P.O. Box (compk ihc recrionbelow) 

- City, State, Zip 

3. CO-TRUSTEE 

Social Security Numher 
Country of Citizenship 
1 Ionic Street Address (P 0 B o x i i o i s i i f h t )  - -- 

Ctcy 
Momc Phone - 

- Birth k t e  

- Country of Legal Rcsidcnce 

- Statc Zip 

Statc Zip City - 
Specify any publicly traded company of which you arc a director, 10% shareholder or policymaking officer: 
Company Name 

Specify any sccurities firm with which you are affiliated: 

____.-- Company Name 

, Please note: 
Please collcct and attach this information for each additiona! trustee: (1) The name, Social Security nuniberi occupation, and the employer's 
name and address of any other Trustees signing Section 10 of this Schwab Trust Brokerage Account Application; and (2) please identify any 
Trustee who is affiliated with any securities firm or who is a director, 10% shareholder lor policymaking officer of any publicly traded 
company, and please name the company 

low, please) -- 
FOR CHARLES SCHWAB USE ONLY 
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4. ACCOUNT HANDLING INSTRUCTIONS 
L I 

For your convenience, Schwab will automaticaly hold all of your securities purchased, all sale proceeds, dividends, and interest- If you do not want your 
amnmt handled in this manner, we will follow your special handling instructions indicated below. All mail will be sent to the Address of Recod 
specified in Section 2. (Please chcdc any boxes that apply.) 

17 Mail certificates. (A small handling fee appiier;.) 

!l ? ':'I A!! divit!. :j!,/it;l:;m; ' ! I  :ly c..:! [,!f',,, 1:: 

0 Mail proceeds on settlement date. (Not available if ywselect a Schwab Money Market Fund.) 

Mail all dividcntis/interest as they are paid. 

1. 

5. COMPLETE THIS SECTION TO EARN DAILY INCOME ON THE CASH BALANCES IN YOUR ACCOUNT 
You may have rhe cash balance in your Schwab Account wept daily into a Schwab Money Fund of y o u  choice mi earn daily income. There is a 
$1,ooO minimum opening investment for a schwab Money Fund. To obtain a prospectus and Money Fund Agreeinent, please check one of the boxes 
below. Thii is an indimtion of interest only. You are not obligated to buy sham of any Schwab Money Fund. Pleasc read the prospectus carchlly for any 
Schwab Money Fund in which you are interested before you invest. If no box is checked, we will invest your funds in the Schwab Money Market Fund. 
%!cct OM. of the funds below. 

11 Schwab Money Market Fund 

0 Schwab Govt. Securities Fund 

fl Schwab Tax-Exempt Money Fund-Sweep Sbirer 
I f  you wid1 to fund your Schwab Money hid at t h i  t i q  plcasc enclw a chcck for your initial deposit. Make dieck piriablc to Charlcv Schwah & a>., Iilc 

0 Schtvat. Califonlia Tax-Exempt Money Fund- Swecp Shares (for Califomin laxpayets dy) 
fl Schwab Ncw York TwExempt Money Fund-Sweep Shares &New York t.Urlnycrs onlyl 
[? Fhatda )rlunicipl Cash Tnist ffn, Fluridn taxpayers cnl$ 

1 do not wish to invest in a Schwab Money Fund. 

Schwab US. Treasury Money Fund 

Amount of your initial deposit -.- 

6. REORGANIZATION L E m R  AND MATERIALS MAlLlNG PREFERENCES 
P l w  sclccr one of tire following: 
Now Mor& m my dncurnentJ rh lrstrr t,i,hcr ( t i  r i i i l i rk  in ck mby 

3 Invotment Managr reccives an informatm-only letter and the matcrials. 
Account tloltler prforms the action, receives the Resrclnsc Coupon and thc mntcriab. u Investment Manager pcdonns the action, rcceivcs the Response Cotipon and the matcrials. 
Account I [older receives an information-only lcrrer and the materials. 

0 Investment ManagM pcrforms the action, receives the Rapnw coupon and thc i~utcriak. 
Account Holder does not receive anything rclated to the Rcoryniration. 

fl Investment Mamger docs not rcceive anything rclutcd to the Rcorgmiation. 
Account Holder prforms the acrion, rcceives die Responsc Coupn and the materials. 

7. lNTERlM MAILING PREFERENCES 
Please selccr one of the following: 
Note: l m n  imihngs incld md repmrs, sctni-mmual reprs, qunrtpry reporu, midpnrpemctes thnc are subseqwm lo ~ IC  i n i d  purchme nlailmg. 

0 Both Investment Manager and Account Holder receive the Interim mailings. 

@Investment Manager receives the Interim mailings; Account I [older does not rcceive the Interim mailings. 

0 Invstment Manager does not receive the Interim mailings; Account Holder receives the Interim mailings. 

f 

t 

ACC010239 
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’ E? AUTHORIZATIONS 

Please note: If more than one Trustee is listed on the account registration, EACH Trustee must initial the authorizations granted below. Any of 
these authorizations may be revoked providing written authorization to Schwab. 

Authorization in the Trust Brokerage Agreement on the following page. 
.-, Trading Authorhrion. I authorize lM to direct S w a b  to execute trades in the account as provided under the Trading -. 

COTnatEf 

-_e_ 

- Disbursement Authorization. I authorize 1M to direct disbursal of funds for investment p u r p m  or to me directly as 
trustee. 1 authorize Schwab to remit checks, wire funds, and othcrwlse to make disbursements of funds held in the Account, - - 1) to banks, brokerdealers, investment companies or ocher financial institutions to an account of identical regutration, 
or 2) to thc Address of Record. (Note: This option is only effective if Ui: is authorized to direct Scbwab to execute trades.) 

J!&@ CoTnmu: Fee Payment Authorization. I authorize Schwab to pay management fees to IM from the account as directed by IM and as 
authorized in the client agrecment betwecn client and 1M. Schwab may rcdecm money market fund shares in the account to - - thc extent neccssaty to pay such fees. Schwab may rely on the invoices submitted by IM, and will have no responsibility to 
verify fees so invoiced. 

CDTNWC Oihtisce 

CO~TNIICI C n T w  

- __I Asset-Based Pricing Authorization. If Schwab fces will be asset-based, I have received, read, and agreed to the terms 
indicatcd in the Assct-bsed Pricing Agrcement. Tnntm Cu.T~un 

Cu.Tnnter CO.TNXW 
-L_. 

Release of Information Authization. 1 authori:e Schwab to send duplicate copies of the trade confirmations , .- and account 
sracernents to IM via mail and/or via SchwahLink; w Cc~Tnatcr 

VTWW CnTmtcc 

Release of Name Authorj&m. 1 authorize Schwdb to disclose thc Trust’s name upon request to cornpanics whose sccuritics &Z are hekl in my account. -- 
G ~ T I u w ~  QvTwsfce 

(( 1 9. INFORMATION FOR CONVERTING AN EXISTING SCHWAB ACCOUNT 

Please complete this section if you currently have a Schwab Account and would like to reregister those assets into your Schwab Trust Brokerage 
Account. (Notc: IRA, Keogh, and 403(b)(7) accounts may not he convcrtd to a Schwab Trust Brokeragc Acconnt.) 

Account Nuntber 

If the Social Security/Tax I.D. number remains thc same, chcck here and we will convert your account to a Schwab Trust Bmkcragc Account 

If the Social Seeurity/Tax I.D. number on your existing account is different from that of your trust, but you wwld like to transfcr all of your 

- 72- 3 &L 

and you may keep the same account numkr. 

assets from your existing Schwab Account to your new Schwab Trust Brokemgc Account, pleasc sign below. (All account holdcn on the account 
from which you are transferring must sign this section.) 

Date &_. /7 47 
&Trustee’s Siwaturc Date 

CwTrustec’s Signature D d k  

FOR CHARLES SCHWAB USE ONLY 
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10. PLEASE IWID AND SIGN THIS SCHWAB TRUST BROKERAGE ACCOUNT AGREEMENT 
Thlhls ngnavat b only d d v c  upon Sdtwab’a accqwuw and appmval of bJu apqkah. 
The d l , ” “ m c :  and "brit H O W ‘  der to theTmm(s). 
I ask Charles Schwnb & Ca., Ine. (‘‘Schwab“) to open a Bmkerage Account (the 
“Acocunt’)onb$lalfpf~eTrustli,mlonlhisSchwobT~t&okersgeAeaolarc 
Application ( “ B M ~ ~ . I n m d l e g a l ~ I ~ c e t o r e ~ ~ b e ~ ~ ~ ~ ~ ~ o f ~ I i i s  
BAA and the Schwab Bmkemge Account Agrement bdlet (“AEcounc Agreement”), all 
&P Ntendp in effcci and ab paiodicaUy amended I wfll wtib Schwab if1 do not tmive 
 he A w n t  Agreement. Thii Agreement wdl be effective upon ita acceptsnu by Chades 
Schwab & Co., Inc. 
T r n d i i  Authcrirarion. If I have Indicated on this B4A that Investment M m g u  TIM”) 
will haw thc authority to direct U w a b  to execiiv l M d ~  in thoacunml, 1 autho~ire lM ro 
be my agent and anomey-infact, andasuch togwe instructions to Sdnvab ttgardinp the 
accotror, ml to take all other talons necessary 01 mcidend IO the execution of such 
instnxtions. Ifthe accwnr has a m w i n  feature, IM is authoriod to dircetshwb to mde 
on margin, N selt short, to brmw wurities, to dmwi c a w  crcdtt to be eMcndcd 
through the Aecwnt, and to XNIR thepufwmanceof obligntfom in die Accocmt with any 
awtsheldinthe Account (the”AcccunrAscts”). If~xcolintissuthonredfotoptio31 
d i n g ,  IM b a u t h o d  todircrt Schwab to purchRse anL1 sell (write) index participation 
contracts and coverd and uncovered qtion ummts m Smrritia and securiticJ.relatcd 
index6 Schwah a d  other p p l e  Schwab hac given insmtions to in order to implement 
&e IM‘5 instnrrions, m a y  nly OII IM~insmtim wtthart &raining my approval, cwntcr- 
sigrwreor cosignaturc. IM’s authority will includr, without liniiratim the authoriiy to 
give instructions for uairsctiom insocwiriesad bnanch.1 i n s t m t s ,  including the bvyiq 
d selling cdstwks, bnnds, dcknturcs, M ~ C S  sukriition uamnis stock purchase warrants, 
covcred optionc ($1 have euthmkd rrdingcoved optionr), n~titual fund harcs evidences 
nfimkhtedners, and any other securities, imtturnentsof canirac~~ relating wsccuridcs and 
for p u r c k r a b ,  a d ,  whcre necessary to complete any mansaction, the authority to 
tnidcr, convat, erulwse, sll, sign,  sPt o w ,  and Jeliver a n y  Accwnt Asrrts nnJ to makc, 
execute, and deliver my ad all writtcn instrumnu dasignmcnt and tmnsfcr. I hrrthcr 
authorize Schwah, acting upm IM’s instntciim, N zggregate trmnction uPLle1s for the 
accmt with orders for one or more other accwnu over which IM has investment discre- 
tion or tu accept or dcliver RWS in mns;Ktionrexcatcd hy other hroker.deaIers where 1M 
hiu m nggrqarcd orders. I ;%we that if any such agpregatcdmdcr Qcxccurcd in molc than 
one wwxicn, m y  mini d such wdcr m y  k dcemed N haw been exccurd ;It the 
nightedaverage of the pricien at which all of such tmnsactionswm wccutcrl. 
Role d Charles Schwab 6r Co., Inc. I xknuwkdge ad agw drat: Schwah will mcrely 
carq mn trmactiomar dinvtd hv nu! d / o r  IM ils rhc ccwl may hi % h d  will not givc 
invnnnmt daluice to mu UT tli IM; 1 I;md rnx SEhwab) am nyxrnsiblc for invcstipirina and 
r k r i n g  IM; IM is not 3flIiarcJ with 01 contnrll~d or cmployd by %hw& Schwh has no 
duty toaq.mrise M mmiw t rd iw  by me tr 1.i IW in rhr accwnr. Schwb will m J  me 
W~KCVI confirmations of my trdaexccurcd through Schu-dh and monthly Sfiitcments d a l l  
activity in the acunint. I f  any of I M r  emplqw i s  awiatcd with a memhcr d t h c  NASD, 
NYSE or afiliete, Schwab is aurhtirixJ rodcltwr iofonnatlon conccming the nccouIit to 
such memkr upon rcq~lcri. 

Termination of Authoriwtiuns. The auhimtiunr in this BAA will nimin effcctive 
irnril I hmc mvckd any drhncnl by giving written notice to Schwb. Such revocation 
will nor. affcct my obligation nsultmg from Iranr~rionr initiatcd prior torcceipt druch 
written mice. 
Indemnification. 1 a w e  to inJenuiib and hdd hamilm Schwab, its affiliates, n d  thcir 
direcrorr, offiemployecs,ad agents inm and qiimt all &aims, actions, cars, anJ 
liabilities, including attorney’s f r rs  arising aut of or daring to: (1) dieir reliance on This 
BAA. and ( 2 )  Schwab‘r exrmtion uf Ihl’s instructiws. 
Traosfer A w l .  I eppc thnr any ansfer wiit or chid party rrceiving a copy olthis BAA 
may act xccmling to irx tcnw ad a p e  to indemnify and hold hwmkssany such mndcr 

~ 

agent OT third paw from ali claims arising from such ~ l i n c c .  Any t r d e ~  agent or third 
pany’s ti hr to act hereunder shall remain in effect until such tramfa agent or third pnrty is 
inddita tltvocatiom oT reminatbi. 
Telephone Monitcdng. 1 undemand thatcharkssdrwab L Co., lnc. may t a p e - m l  my 
tekphm conversatim in ado to vetily daa npnling my cmwt icns .  
Succtssops and Heirs. This Agtcnncnr wpplemcnts and in no way limita or restricts righta 
which Schwab ma have under mydw agtcement with me. ’This Agiwmnt rill bind my 
heits. executon, &ministmom, succ~cas, and iirclgns, andwi l lbedt  schwab’s SWCWOIJ 
mi &igw 
ARBlTRATlON AGREEMENT. REGULATORY AL1 HORITIES REQUIRE 
THAT ANY BROKERAGE AGREEMENT CONTAINISG A PREDISPUIX 
ARBITRA’ilON AGREEMENT MUS? DISCLOSE TH@ F O U W I N G i  
* ARBITRATION IS FINAL AND 5LWWG ON THE PARTIES. 
0 THE PARTIES ARE WAlVlNG 1HEIR RIQK TO SEEK REMEDIES IF; 

COURT, INCLIJDIKG THE RIGHT To JURY TRIAL. 
PREARBITRATION DISCOVERY IS GENERALLY MORE LU(I’rED THAN 
AND MFFEREXT FROM COL‘R’I’ PROCEEDINGS. .- - - 
THE ARBITRATOR’S AWARD IS NOT RJQWRED TO INCLUDE 
FACTUAL FINDINGS OR LEGAL REASONING Ahln ANY PARTY’S 
RIGHT TO APPEAL OR TO SE ~- - _ _  
THF ARBITRATORS IS STRICTLY LLMITED. 

_ _  
EK MODIFICATION OF RULlNCS BY 

-_.I.- 

* THE PANEL OF ARBITRATORS WILL TYPICAIL\ INCLUDE A 
MINORITY OF ARBITRATORS H’HOWERE OR AIlE AFFILIATED 
\ m ~  THE SECURITIES ISDL’SI’RY. ...... 

I AGREE TO S m L L  BY ARBITRATION ANY CONTROVERSY RElWEtN 
MYSELF AND SCHWAB OR ANT OF X H W A 8 S  OFFICERS, DIRECTORS, 
EMPLOYEES OR AGL\TS, RELATIKC TO THE ACCOllNT AGREMENT, 
ASY ACCOUNT ‘I RA!!SACTION, OR IN ANY WAY ARISING OLT OF LlY 

DUCTED ACCORDING TO THE SECURITIES ARBITRATION RULES T l k N  
IN EFFLCT OFTHE AMERICAN ARBlTRAllON ASSOCIATION (APPLYING 
ITS SECURITIES ARBITRATION RULES), THE NATIONAL ASSOCIATION 
OF SECURITIES DEALERS, INC., OR ANY REGISTERED NATIONAL SECURI- 
TIES LXCHANGE. ARBITRATION MAY BE lNlTlAT?~tl BY SERVIKG OR 
MAILING A WRITlW NOTICE. THE h O n C E  MIST SPtClN \WICH FORUM 
WILL llEAR THE ARBITRATION. THIS SPECIFICATION WILL BE BINDING 
ON ALL PARTIES. ANY AWARD THE I\RBITRATOR MK€S FILL BE 
IINAL, AND j U f f i h E N 1  OS IT M A Y  BE ENTERED IN ANY COURT HAVlNC 

AND INTERPRETED EXCLUSIVELY IN ACCORDANCE \\‘IT11 APPLICABLE 
FEDERAL LAW. INCLUnlNG THE WDIiRAL ARBITRATION ACT. 
NO PERSON SHALL BRING A PUTATIVE OR CERTIFIED CLASS ACTION 

TION ACREWENT AGAIKST ANY PERSON WHO HAS INITIATED IN 

TlVE CLASS WHO IUS NOT OPTED OUT OFTttE CLASS WITH RESPECT 
TO ANY CLAIMS ENCOMPASSED BY TtlE PUTATIVE CLASS ACTION 
UNTEr (1) THE CLASS CERTIFICATION IS DENIED OR (11) THE CLASS I S  
DECERTlFlEDi OR (Ill) THE CUSTOMER IS EXCLUDED FROM THE CLASS 
BY TIE COURT. SUCH FORBEARAh’CE TO ENFORCE AN AGREEMENT TO 
ARBITRATE SHALL NOT CQNSTITUTE A WAIVER OF ANY RIGHTS 
UNDER THIS AGREEMENT EXCEPT TOTHE EXTENT STATED HEREIN. 

RELATIONSHIP TO SCHWAB OR Ut. SUCH ARBITRATION \\’ILL BE CON. 

JURISDICTION. ‘THIS ARBITRATION AGREMENT SHALL BE ENFORCED 

TO ARBITRATION, NOR SEEK TO ENFORCE ANY PRE4)ISPUTE ARBITRA- 

COURT A PVTATIVE CLASS ACTION; OR WHO IS A MEMBER OF A PUTA. 

Please note that the Account Ageanent contains B pre-dispute arbinntion agreemcnt on page 8, Seaion 16 of the Schwab Account Agreement. 
IF THIS ACCOUNT HAS A MARGIN FEATURE, 1 ACKNOWLEDGE THAT, FOR SHORT SALE PURPOSES, CERTAIN OF MY SECURlTIES MAY 
BE LENT TO SCHWAB AS PRINCIPAL OR LENT TCI OTHERS. 
I art& wader PeWJer of perjury that, (1) the numbn sham on this BAA is the cowed taupayer &tu$don number, and (2) chat the Tnut Is not subject to 
bafkup withhdding either becmrre I haw not been djkf tluct the Tmt is subject to badt.Up withholdingar a res& ofufadure to reportall intmst and diuidend, 
or the I n t d  Rewnue Sewice (“‘Rs”) ha notifid me tb the Tncn b no er subject to back-up Withhoung. (1 urdersrmttl rhat the IRS hac n0t;ftOd me that 
the Twt is subject to buck-wp u i r k M ~  as a result of didend or interest 2 r r e  .tingt luad 1 hnue not recekda notice F.n the kS advising me that back-up 
wit- is d, I must CToJf act tb i m c t  iniomtimr contained &&w.) 

ofthis Rocument other than dre c d j k a i o n  required to avoid badt.~l,  withhkiing. 

- &Trustee’s Signature (I{+) Date- 



* #  

1 I. POWERS OF 7’HE TRUSTEES 

By signing the Cettification contained in Section 12, the Tnmecs hereby certify that: 

(a) Schwab i s  authorized to follow the instructions of any of the following Trustees and to deliver funds, securities or any other assets in the Brdrerage 
Account to any Trustee or to any third party on any of the following Trustee’s instructions, on the presumption that either ( 1 )  the Trust Agreement 
expressly provides that each T~stee k authorized to act individually, independently, and without consent of the other Trustecs for all purposes relat- 
ed to the Trust Btokerage Account with Schwab, or (2) the Trust Agreement docs not contain such an express provision, but thc Trustee so acting 
kas obtained the requisite consent of the other Trustem in accordance with the requirements of the Ttmt Agreement and applicable law, 

1 
- 

Name ofco=rruStec 

Name of Co-Tmstec 

Name of Co~Trustcc 

(b) The Trust Agreement 

(c) The Tmstees have the power under the Trust Agreement to o p r  this account and to enter into transactions for the purchasc and sale of sccuritics 

(d) The Trust Agreement also spccifically authorizes the Trustces to &I the followrag if “Yes” is checked bclow: 

Does 0 Does not grant the Tristee(s) thc power to delcgate to others (such as an lnvestinent Manager) the 
authority to give trading instructions with respect to the Trust’s nrokerage Account with Charles Schwab &. Co., lnc. 

and other investments without restriction, including, without limitation, stccks (prefcncd or cocnmon), bonds, mutua! funds, and cenificates of dcpi t .  

(I)  To maintain a Margin and Short Account and through such account to purchase securities on margin, sell securirics which thc Trust does not 
own (i.e., short sales), and to brow securities in connection therewith, to borrow money, to secure the perfonnnnce of thc Trust‘s obligations to 
the kccounts, and to grant authority to the brokerage firm, acting as principal or othcnvise, to plcdge, rcplcdge, h~pothccate or rehyporhccatr awts 
of theTrust. 
Ci Yes 67] NO 

(11) To trade in options, including, without limitation, thc purchasc of puts ani1 calls and the writing (sale) of covcrcd and uncovered puts and calls. ‘ 0 Yes No 
(Ccmin option trading activity will rcquirc a review of the cntirc Trust Agreement prior to approval.) 

b i n  requirements must be met to trade options through Schwah and a separate option application must bc completed. 

(ova, please) 6; 
FOR CHARLES SCHWAB USE ONLY 
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12. TRUSTEE CERTIFICATION, TRUST INDEMNITY, AND AGREEMENT * . . ’  
In mideration of Charles S w a b  & CO., Inc. opening and/or mainmlnhga 
hkemge Account for thc Trust named above (the “Trust“), the undersigned 
TNsCees ofthe Trust represent, wmant, and certify that the representations d e  
in this Schwab T m  Brokerage Account Application and Agmmetit are true, 
complete, and a m a t e ,  that the T ~ s t  is in full force and effect, and that the Trust 
Agreement (ar defined above) has nor k e n  revoked, modified or amended in any 
m e r  which w l d  caw the rcprescntatbm containcd in this Cediation to 
be inaccurate nr incorrect and that the Certification is being slgnoa by all of the 
currently acting Trustem of the Trust. 
tfthcn: is ntorc tltan one‘Trustcc, and 11“ o w  Twtrr hm :irithnrilv *r.ri.r* 

individually and without notice to any c , i l w  icil>:m,l-, 10 dc.1 ruttit khwab 
itiwauty, Schwab is sudwrid to follow the iilsuuctions d any of the 
Trustees listed In sulsection (a) of S c c t i  11 of this Account Application 
nnd to deliver Lnds, securities or othn awts in the Brokc.m~~ Accoltnt to any 
Tiustce or on any Tmee’s insuuctiow on the presumption ihat the Trustee so 
acting has obtained the requisite consent ofthe other Trustccs in accordance with 
die T w t  Agreement. IC is the responsibility of the deignaced Trustec(s) to consult 
with all OtherTrustcesbefore giving Schwab any insauctions regarding the account. 
S w a b  is notwpnsible for detcrrninii the putpcee or propriety of any instructions 
received from any Trustee or for the dispsitim of paymcnts or deliverics among 
Trustees. Any notice sent to one Trustee shall constitute notice to all Trustces. 
Charles Schwab & Co., hw. will rely on this CPrtificntion and upon the 

representations made herein unless and until it receives written notice o f c h e d  
Tmtee(s) or written n d c e  of any events affecting the Twtce’s powers dacribcd 
previously. The undersigned Trustees agree to send written notice plomptly to 
Charles Schwab & Co., Inc. of any change in Tmtecs, of any amendment ix 
modification to the T m t  Agreement which would cause the representations 
containedinthisCertificationtobcorbccr~ne inaccurateor incorrect or ofthe 
occurrence of any event which wouid affect the Tmt’s revocability, the Tnistee’s 
powers or any repreentations made in this Cktifmtion. 
Thc undersigned Trustees heteby jointly and s e m l l y  indemnify Charles Schwab 
I% Cn 1nr Pnd mch of in dficcn, dirrcmrs, empln)ws, and apcnn frm, mi hold 
s i i ~ l i  peisons hrrmlcss against, any chiis, jutlgments, wrcharges, attlcment 
amounts o r d e r  liabilities or cmts of defcna or wtrlement lincludinE attorneys’ 
fccs) adsingout ofor related to any actual orallcgcrl improperorunuiitablc aCtiotlF 
mken at such Tmtce’s irstnztbns inmnnwtion with the Schwab Tmt Brokeragc 
Account esrablied at Charlcs Schwb & Ca., Inc. for the Trust. This indcmnifi- 
cation is d e  by the undersigned Trustees lath in their capacities as Trustees and 
in their individual capacities, and shdl not be limited by the Trustees’ provision 
to Charles Schwab & Co., Inc. of independent &urnentation concerning thc 
representations made herein. 
The repentatinns and ohligations stated ltenin shall scnvive tcrmination of 
thc Tnist Agreemcnc and thc Account Agrcement relating tu the Trust’s 
Bmkerage Account. 

c 

If there i s  more than one Trustee, all Trustees must slgn. 

t Niwe of Co-Trustee- --. 

Siplatux of &Trustee- ---- Date - 

Name ofCo,Trustee --- 
Signature of GrTrustee -- Date - 
Name of &Trustee- - 

Signature of &.Trustee -- Dare __ 

State of 

On this day of -, in the year 19-, 

before me, the undersigned, a notary public in and for said State, 

persoilally appeated 

pcrsodly known to me (or provd to me on the basis of satisfactory 

evidence) to bc the pcrson(s) whose name(s) idare subscribed to this 

instrument and acknowledged that __. 

- Ccrtnty of --_.__ 

slhe - 
executcd it. 

L 

e 
r 
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c 
c 
? 

r 

f 
-r - _ _  
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